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T HH round table is a co-operative entet- 
pfisc conducted by people who dwell io the 
diiTcrent parts of the British Commonwealth, and 
whose aim is to publish once a quartet a com¬ 
prehensive review of Imperial politics, free from the 
bias of IfKal party issues. To this is added a careful 
and impartial treatment of outstanding international 
problems that affect the nations of the Common¬ 
wealth. The affairs of The Round Table in each 
portion of the Commonwealth are in the hands of 
local residents, who are responsible for all articles 
on the politics of their own country. It is hoped 
that in this way The Round Table serves to reflect 
the current opinions of all parts about Imperial 
problems, and at the same time to present a survey 
of them as a whole, in the light of changing world 
jonditions. 
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THE COMMONWEALTH AND 
THE LEAGUE 


I The Breakdown of a Coercive League 

S INCE the last issue of The Round Table, the sanctions 
imposed against Italy in otdet to force her to desist 
from her unprovoked aggression against Abyssima have 
been withdrawn Their withdrawal was supported by the 
British Government on the ground that, after the occupa 
tion of Addis Ababa and the flight of Haile Selassie, the 
mdependence of Abyssinia could be re established only by 
war, and that no member of the League was prepared to 
face a war in such a cause This reasomng was accepted 
by practically all the members of the League, with the 
notable exceptions of South Africa and New Zealand, 
largely because risk of war in Africa involved risk of war 
in Europe and Asia as well, and because the German 
question had begun to loom even more menacingly than 
that of Italy It is not clear whether South Africa and 
New Zealand were themselves prepared for war, or only 
for the indefimte prolongation of the economic sanctions 
against Italy, m the hope that eventually they might force 
her to come to terms 

This failure of the League to prevent or defeat the 
clearest possible case of unprovoked aggression, following 
upon Its failure to prevent the conquest of Manchuria and 
to stop the war in the Chaco, has come as a grave shock 
to public opinion all ver the civilised world Many people 
had come to beheve, especially after Sir Samuel Hoare’s 
speech at Geneva last Septcmlxir, that in the I eague had 
been created an instrument that could give security against 
unprovoked aggression, could vindicate right as against 
might, and had therefore begun to create a rule of law in the 
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uofW. 'Hic events of the last year seem to have shown 
that this opinion has been ill founded, that, despite the 
Ixaguc, what counts in the world is force and not justice, 
and that to the strong, and not to those who have right 
on their side, belong the spoils. 

Speaking broadly, there are to-day in Great Britain two 
schools of thought abtmt the future of the League. One 
schfM)! says that there is nothing inherently wrong with the 
Covenant, except quite minor defects, and that our troubles 
arc due solely to the want of resolution and will on the 
part of the members of the League in carrying out their 
obligaticjns under the Covenant. The remedy advocated 
by this scIuM)l is to strengthen and not weaken the Cove¬ 
nant. so that next time aggression occurs there will be 
ittstant and. as far as possible, universal action, including 
war if necessary, to forestall or stop it. Then, they 
hold, there will be peace and security for all. The 
other sch(«>l says that the Covenant cannot be made to 
work under present-day conditions, in a world, that is, in 
which four of the great Powers are not members of the 
l.caguc, in which there is universal economic nationalism, 
and in which re-armament is in full swing; that to try to 
live up to the full obligations it imposes is to increase and 
not to lessen the risk of war; and that the only sound course 
1“' to eliminate the coercive clauses of the Covenant 
altogether, leaving the sovereign members of the League 


I ME Round Tabu; takes the view of the latter school. 
It ius for years expressed the opinion that no league of 
sovereign States could discharge the fonctions laid upon 
‘ because its central foundation, 

ernm [ of law in the world. It 

cannot do so for three fundamental reasons. In the first 

by pacific means except with the consent of t£ 



rm mmhaxymi op a gob&czve usAGim 

States inuBedkldy cxmoetnedL In the tecoad {^aoe, a 
league of sovete^ States cannot check that eoonocnic 
oationaiism -which mote than anything else has cteated 
unemtdoyment and dictatorship since the war. In the 
third pb^, the instrument of coercion that a league of 
sovereign States must use in the last resort, whether to 
check an aggressor or to compel a change, is war. pc«^no- 
mic sanctions may suffice against a small State con&onted 
by unanimity among the big States. But, when applied 
against a great Power, cither economic sanctions arc in-, 
cflfective, in which case the will of the League can be made 
to prevail only by war, or if they are effective they will 
produce military retaliation, which likewise means war 
unless the League members arc prepared to back them by 
sufficient force to be irresistible. No reign of law can be 
established on such foundations. 

These inherent limitations have been enormously aggra¬ 
vated by the fact that the world has turned out to be quite 
different from that contemplated by the framers of the 
Covenant. If, as Woodrow Wilson originally conceived 
it, the League had contained all nations and they had all 
been democratic, if they had all been willing both to accept 
free trade or low tariffs (and cancel war debts and 
reparations) and to disarm, the Covenant system might 
have worked, at any rate for a generation; for these things 
would have immensely lessened the tensions of the modern 
world. But the withdrawal of the United States, Japan, 
Bra2il and Germany, insistence on the payment of repara¬ 
tions and war debts, the onset of unrestricted economic 
nationalism, and now universal rearmament, have trans¬ 
formed the conditions in which the Covenant was drawn 
up and to which it was intended to apply. 

There was a moment last auturon when, owing to the 
fact that Italy not only was singularly vulnerable to econo¬ 
mic sanctions but also was fighting her war against Abys¬ 
sinia on the other side of the Suez Canal, the League could 
probably have vindicated its authority by convincing 
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Mussolini unless he accepted a teasonablc compiomise 
it would cut his conununications with East Afdca. But the 
fetal weakness inherent in the League systan today pre¬ 
vented the grasping of such an opportunity. Fnince was 
far more concerned about Germany than about Abyssinia. 
Her consent to economic sanctions was given on condition 
that no action should be taken that might lead to war, a 
condition agreed to with alacrity by Great Britain. Almost 
all the other Powers would have approved only if Great 
Britain had been prepared to carry all the serious risks. 
Unless Great Britain was, in effect, prepared to act alone, 
no decision could have been obtained for closing the 
entrance or the exit to the Suez Canal to Italian ships. Once 
Sir Samuel Uoare, therefore, had agreed with M. Laval that 
economic sanctions would not be pressed to the point of 
war, Mussolini knew that if he could conquer Abyssinia 
before the pressure of economic sanctions became acute he 
could certainly win, because the League members would 


not resort to war. The air service, poison gas, the impetu¬ 
osity of the Rases and their disloyalty to Haile Selassie 
did the rest, That exceptional chance of vindicating the 
authority of collective action was lost, and it is not likely 
to come again to the present League. 

In order to think clearly about the future of the League, 
public opinion in (ireat Britain and in the Dominions and 
India has to face one preliminary question. It is not 
enough to criticise the French Government or to rail at 
the vacillations of the National Government in London, 
manliest and repeated as they have been. The questioti 
tlic public has to face is whether in the future it is prepared 
to go to war. auromatically and universally, under Articles 
to and i6 of the Covenant. Until that issue is cleared up 
no progress can be made. There is no half-way house in 
this matter, it ,s now dear that to make these two articles 
^ the <:.ovcnant effective involves readiness for war- 
'W ithout such readiness they constitute a 
dangemus provocation to war and a fetal inducement to 



IflE SHEAKDOWN OF A COERCTVB LEA<HJ£ 

a weaker Power to refrain from conain^ to terms wi^ a 
stnmger until it is too late. Only if die League members 
not only are ready to enforce Article i6 by war, but also 
have irresistible military power on thek side, will that 
article be effective both in preventing aggression and in 
preventing war. What is fatal is for members of the 
League to go on accepting the obligations of Articles lo 
and 16 on paper, whUe reserving doubts as to whether 
they will actually live up to them, and without having the 
armaments and the explicit understanding among them¬ 
selves necessary to give irresistible preponderance to the 
League in any crisis that may arise. That is simply to 
make inevitable either another Manchurian or Abyssinian 
crisis, in which the victims of aggression will be let down, 
the members of the League will have to beat a humiliating 
retreat, and the aggressor will get everything he wants 
with impunity, or else a war for which the League members 
are not prepared and in which they may be defeated. 
What, for instance, would happen were the existing half- 
League to attempt by military sanctions to vindicate the 
Covenant against Italy and Japan at the same time, ahd, if 
she broke her bounds in Europe, against Germany too ? 

In our view the only honourable and wise course is for 
the nations of the British Commonwealth, at the September 
Assembly, to make it clear that they cannot, in a partial 
League, fulfil the obligations imposed upon them by 
Articles lo and i6 of the Covenant. Not until they have 
freed themselves from an automatic and universal obliga¬ 
tion to go to war everywhere (for that is what Articles lo 
and 16 are now seen to imply) will they escape from the 
equivocal and dangerous position in which they nhw 
ambiguously stand. We express no opinion as to the 
technical method whereby this declaration should be made 
—whether by formal proposal to make Articles lo arwl i6 
permissive and not obligatory, or by some formal reserva¬ 
tion such as has been used before, or by giving notice of 
withdrawal from the League in two years unless such 
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affleadmentuinade. That tt a matter A»ac{>em to Aedde. 
What mattets is the fubstaoce aod not the form, and tiae 
w bfff apfg is abandomneot of a uniyetsal and autCMDOBtic 
oUigadon which ndthet the nations of dbe Comnmnweddi 
not any odiet single member of the League is teatfy or 
able to fulfil. Not until that is done is it possible to orm- 
tidet freely and sanely what the future of the League 
should be. 


n. Germant Redivivus 

B efore considering the future of the League from 
the standpoint of theory let us look realistically at the 
world with which the League has to deal. The central 
fact is the rc-emergencc of that dynamic spirit of nat-inpal 
sovereignty which the League left intact but whose opera¬ 
tions the Covenant was intended to restrain. The world is 
in anarchy once more, and it is doubtful how much of the 
Wilsonian settlement can survive in an anarchical world. 
I’xonomic nationalism has destroyed a large part of inter¬ 
national trade, has created unemployment everywhere 
dirough tariffs, quotas, embargoes and exchange control, 
has caused an increasing interference by the government ill 
the economic life of every country, and has led to the over¬ 
throw of democracy by dictatorship throughout a large part 
of the world. Accompanying this economic nationaUsm 
wc see a revival of politi^ nationalism in the form of the- 
most tremendous competition in armaments the world has 

AnUr* “f aggressive imperiaUsm which 

Article 11 of the Covenant was intended to end. 

Jwo countries. Japan and Italy, have attempted to solve 
problems by military cxpaiJon abroad, 
japan at p^t is strained to the limit in her attemot to 
Manchuria and Northern China L an 
Mussolini may 

iSl^t organisation of Abyssink 

^t on Italy an almost mtolcrable strain. NeverS^ 



cut taakc a good Bx ^ %iew 
dbd att eoionfea ate a liah^ky tadier tium *n asset to di^ 
oouotoes adio ovm them, the hurt maains that these t«t> 
moioas have bdieved that impend expaosion is necessaiy 
to duk kitcue, and have canied k thtoogh fay foioe. The 
lii^ic at inoiwsrialMm tends to dnve them no<( to tetteat but 
to seek iu^Kt expansion until they xeadi a ^condex drey 
ate not stixMig enough to ctoss. That ftontier has not 
been estaUish^ fay the League, and intetfetence. wkh them 
by the League, eidicr in Manchuda or Abyssinia, is not 
now likely. 

So the Manchurian and the Abyssinian crises are tecedic^ 
into the background, and for the moment the world is 
preoccupied with another question—^the question o£ Ger¬ 
many. If that could be solved there is no other issue at 
present above the horizon likely to produce war, except 
possibly die struggle between Russia and Japan in China. 
The Treaty of Versailles, in its tertitorial arrangements, 
was the best peace settlement Europe has ever known. 
There ate minor blemishes in it, especially in regard to the 
Hungarian frontiers. But it is reasonably certain that 
frontier questions alone would not produce another general 
war. 1^ trouble has arisen partly from the strains 
inherent in the increase of the number of national sovereign¬ 
ties in Europe from eighteen to twenty-six, and partly from 
discriminations imposed upon Germany on the theory that 
she was solely responsible for the war. These were, first, 
the imposition of a daim fox impossible reparations payable 
over seventy years; second, the permanent and unilateral 
disarmament of Gemiany; third, the unilateral demilitarisa¬ 
tion the lUuneknd, which gave France a permanent 
road of attack into Germany’s most vital regions. When 
Woodrow Wilson recommended the Covenant of the 
League of Nations to the plenary session of the Peace 
CocietBaoe, he said that one ck* its first tasks would be 
to undo some of the injustices and extravagances inevkaUe 
in a peace made after four years of wax and war-time 
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pfopaganda. Unfortunately, for more than fiftem years 
it proved impossible to secure by agreement a revision of 
the fiinrbmMttal disctiniinations against Germany. 

The responsibility for this must be shared. Aii essential 
ingredient in the peace settlement was not only the League 
<rf Nations but also the Treaty of Guarantee, offered to 
France by the United States and Great Britain, against un¬ 
provoked aggression on the part of Germany. The refusal 
of the Senate to ratify eitKcr instrument deprived wounded 
France of one of her main elements of security. Great 
Britain hesitated, until January 1922, to offer the guarantee 
by herself, and she half withdrew from Europe. By this 
time France had decided to base her own security and 
the stability of Europe on a series of military alliances 
with Poland and the Little Entente, designed to maintain 
a military hegemony that would compel Germany to 
observe all the essential provisions of the Treaty of Ver¬ 
sailles. And later, under M. Poincare, she invaded the 
Ruhr—in British opinion in contravention of the Treaty— 
in order to compel payment of reparations and to forestall 
the possibility of evasion. It was on the rock of France’s 
determination to enforce the fundamental discriminations 
of the Versailles settlement until some alternative security 
for fiuropc had been created—a security that neither the 
United .States nor Great Britain was prepared to supply— 
that the disarmament conference and attempts to revise 
the Trcaty in Germany’s favour have been wrecked. Some 


minor revisitms have been made—for instance, the Rhine¬ 
land was evacuated by foreign troops before the appointed 
date, and the Saar was returned to Germany under League 
auspices. And for a time there was a relaxation of tension 
during the Locarno regime of Stresemann, Briand and 
f.hambcrlam. But the Locarno Treaty, whereby Great 
Bntam and Italy guaranteed Germany against attack by 
hran«. stili perj^rtuated the unilateral demilitarisation of 
•m k vital industrial regions 

by the Trc, of VcmiUcs. The teparafens 



GERMANY REOmVUS 

iliiiaoa vas pursued uadi it vanished in the gfCKt dquessioa 
in 1951 and 193a, afMt payment had been made poniUejfot 
fix yean latgdy by Ametican and British loans to Germany. 

Ever since ^e annistice there have been parties in 
many that have been determined to extricate their country 
from the fetters thus riveted upon her, and have believed 
that it would be accomplished only by strength and not 
by agreement. They remembered the recovery of Germany 
after the Napoleonic defeats and sought to repeat the 
recovery. The head and front of that movement was the 
National Socialist party. For a time the patty made litde 
headway. But the inability of the victors to make con¬ 
cessions to the German republic in time, coupled with the 
catastrophic effects in Germany itself, first of the invasion 
of the Ruhr and the inflation that followed, and later 
of the great depression of 1929, finally swept it into power 
in 1935. For a time Hitler ofiered terms—about re¬ 
armament. They were refused by France on the ground 
that she could agree to no revision of the Treaty of 
Versailles until she had been given security, and this 
security a largely disarmed Great Britain was unable to 
give. When, in October 1933, a further four years’ 
delay was proposed before any real step towards German 
“ eqiulity ” in armaments, recognised in principle in Decem¬ 
ber 1932, could be conceded, Hider left both the disarma¬ 
ment conference and the League of Nations and began to 
re-arm in earnest. In April 1935 he tore up the unilateral 
disarmament provisions of the Treaty by re-introducing 
conscription and by this means raising 35 divisions. A 
year later, when, despite his protests, the Chamber of 
Deputies approved the Franco-Russian treaty of military 
assistance, under which France and Russia could take 
military action without waiting for the verdict of the 
Council of the League on the merits of the dispute, he 
re-entered the Rhineland and began to restore its fortifica¬ 
tions. In July last, influenced no doubt by the isolation 
of Italy and her increasing preoccupation with Abyssinia, 
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he maAe so tmngaaeat vidi Arnttia, in whidi Muesolini 
aoiiiksoed, whkh is gcomlly xcgai^ as the Ent stq) 
towftc^ Ak Aiadalass; and Hen Gieiset, the Nsai leadee 
in Dsnsig, took a defiant snmd at Geneva \^cb may be die 
pnliide to the ending of League control ovet the Fxec Gty. 
FinaQy, the German G>lonial Society has been taken over 
by the National Socialist party, and an official demand for 
the restoration Germany’s colonies is said to be planned 
to be launched in the autumn. 

So far HitJcf has done little more than resume for Ger¬ 
many the essential rights of equality that arc accorded to 
all sovereign States, though he has done so by unilateral 
breach of treaties, backed by the growing power of an 
armed Germany, because, as he has said, he could get 
equality, eighteen years after the Armistice, in no other 
way. But what of the future ? That is the question that 
is absorbing all Europe and indeed the world to-day. 
Having taken back full equality in Europe by Germany’s 
armed strength, will Hitler become a good European and 
tmke an agreement for that aU-round limitation of arma¬ 
ments without which Europe is bound eventually to 
caplodc in revolution or war, and settle down to solve at 
the conference tabic the economic problems that beset aU 
countries ? Or, having recovered strength and position 
will he now try to reverse the verdict of the war, and bv the 
pressure of Macht Politik, by alliances, in the last resort by 
^ar, under the guise of thrusting the Slav and Bolshevik ' 
menace fock into Asia, attempt to establish a hcircmonv 
ov« all Europe, as the stepping stone to world po^? ^ 

Both these views arc held in Europe to-day There 
ate those who say that the victory of National Sodahtm 

over the republic but also over the moderate forces in 



Xa tbe view of tiioae v^. hold 

_^ . . Jitiaact policy xcally aeeka faegoiiiaQf of 

liy Jifflfl&f PeSHk if pos^e, by xnuc if necemty. 
1!bcy dndbm dutt Gennany*s policy vdll be govexnod piudy 
fay oofisklBtslioiui of foxoe, tbxt evety conoessioo be 
nguedod as ^setkiiess, and diat in the end hee ncighboon 
'laifl have to fight if they ate not to lose their indepoidence. 

HMze axe also those who say that fundamentally National 
yrMnaljiMTi is a movement fox national discipline and tt- 
genetadon, inevitable after the defeatism, the moral de> 
generation, and the internal divisions, left over by defeat 
in the Great Wat, the Ruhr inflation and the great depres¬ 
sion. They say that, despite all its violence and rutUess- 
ness. National Socialism has given to Germany unity, order, 
peace and equality with her neighbours. The4)rice, in loss 
of liberty a^ in internal repression, has been high, but, 
drey say, once equality and strength have been recovered, 
and if Germany can see a dear way to internal prosperity 
and to influence in the outside world commensurate with 
her natural status, the moderate forces that have given their 
loyalty to the regime so long as it was fighting for Ger¬ 
many’s essential rights will re-assert themselves as against 
the gangster dement in National Socialism, and Germany 
will settle down to be a good neighbour and a good member 
of a remodelled League of Nations. 

There is probably some truth in both these interpreta¬ 
tions of modem Germany. But whatever view we may 
take of the past, two central facts stand out to-day. The 
first is that the era of special discrimination against Germany 
it at last over. The occupation of the Rhineland has gone. 
Part V erf the Treaty of Versailles (the unilateral disarma¬ 
ment provision) has gone. The demilitarisation of the 
RhindlMd has gone. The invitation by France, Bdgium 
and Gmt Britain to Germany and Italy at the end of July 
to take part in a new Locarno Conference, without any 
t to the t«8t, marked the end of the long attem{rt 
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to limit Genmny by the vmihtetal discciminatiom of the 
Tteaty of Vemiilcs. Getmany has full equality at last. 
The second £u:t is that Germany is now or is about to 
become the strongest military Power in Europe, Her 
natural talent for organisation and war, coupled with the 
dicutorship of the National Socialist regime, has resulted 
in the re-armament of Getmany at a speed, and with a 
tedmical dficicncy based on the centrally organised re¬ 
sources of a highly industrialised country and a disciplined 
people, that have surprised the world. Though the full 
nature of German rc-armament is not known it is agreed 
among military experts that within a year Germany will 
be once more completely equipped for war, and that already, 
in certain arms, notably the ait, she is and for some time 
will remain superior to any of her neighbours, except 
perhaps Russia. 


The League, therefore, has to deal with a world in which 
Germany has become once more the most powerful military 
State in the world, and is outside the League; in which 
Japan, also armed to the teeth, is militarily dominant in 
the Far East and is encroaching on China without resistance 
from the outside world; in which Italy, while still a 
member of the League, armed to the teeth, is highly 
militarist in sentiment and is following policies diametric¬ 
ally opposed to the principles upon which the Covenant 
15 based; and in which the United States and Braail are 
also outside the League. Not is the attitude of Russia 
expanding into Outer Mongolia 
and Sinkiang m China, nominally as a counter step to the 
advice of Japan, while in Europe she is an ardent preacher 
indivisible-which means, in 
other Powers should enter into a military 
expansion of Getmany by force. ^ 

Sk rho/ There arc those who 

thmk that more and more the nations arc forming into three 
W. communist, fascist and democratic. The militarist 



A LEAGUE OF PEACE 

' «ad qepMigionist fiatute of the fascist States has alteady been 
•eeo hi die external adventures of Japan wd Italy and 
hi the plans of the extreme National Socialists in Germany. 
Bat Rossia, while anxious for peace in order to develop 
her experiment in communist state capitalism^ has not only 
expanded into China but has, moreover, in no way aban¬ 
doned the thesis of world revolution—^if only because there 
is, according to Marxist dialectic, an irrepressible conflict 
between fascism and communism, and Russia must help 
the world revolution elsewhere in order to save herself 
from attack. China is being more and more compelled 
to choose fascist Japan or communist Russia, and Russia's 
immediate policy in Europe is to keep alive the discord 
between France and Germany as the best method of pre¬ 
venting a German attack upon herself. The civil war in 
Spain, and the manifest anxiety ail over Europe lest the 
republic should disappear and Spain go over cither to 
fascism or communism, confirms the view that the tension 
between communism and fascism is becoming a growing 
factor internationally as it already is internally. If this 
continues, the issue before the democracies may well be 
whether they will be drawn into the worldwide quarrel 
between communism and fascism, or will consolidate in a 
group concerned rather to preserve their own freedom and 
institutions than to try to keep the peace all over the world. 

III. A League of Peace 

I T is in the light of these facts and not of League theory 
alone that we have to consider the future of the League 
of Nations. The Covenant must be able to deal with the 
world as it is. We cannot, unfortunately, remodel the 
world so as to make it fit the Covenant. It is surely obvious 
that quite apart from theory the universal and auto¬ 
matic obligations of Articles lo and i6 are impossible of 
Rtlfilmcnt in fact. The League of Nations, as a .system of 
universal security against aggression under the Covenant, 
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has long disappeateti ** Collective secotit^” to-dzj has 
come to mean no mote than a pn^sal fot inilitaty allknces 
to pievent any alteration of the status quo in Europe by force. 
In point of fact it has never been the League that has 
given stability to Europe. The stability of Europe from 
1910 to 19 jj was based on the military alliances between 
France and her eastern European allies, while the security 
of the British Empire and the United States has rested 
primarily on their own navies. None of these Powers 
has ever really relied upon the Covenant fot its own 
security. 

But if the I.caguc is unable to give universal security 
against aggression in the world as it is to-day, neither can 
it make those larger alterations in the status quo that are 
essential to lasting peace. Whatever we may think of the 
merits or demerits of the settlement made in 1918, it is 
quite certain that it cannot last for ever. But no machinery 
yet exists under the Covenant whereby alterations in the 
status quo can be brought about when any of the nations 
aflccicd object to the change. It is wrong to put automatic 
ccKfcion Ixihind Articles 10 and 16 unless there is also 
coercion iKliind Article 19. No one has yet found a 
satisfactory mcth<Ki of doing this. 

Ihc notion that peace can be ensured if all nations 
accept the principle that an attack on one is an attack on 
all breaks down m practice. Once we begin to think of 
sam lions not in economic but in military terms the problem 
Jundamcntally changes. All nations are needed to make 
minomic sanctions effective, and speed is not the essence of 

l«ab ]«,cs rather than assets, and the great military Powers 
of the league will have to be equipped and organised to 

States. Sovereign nations arc dearly not prepared 
ihrir'T"”* war unlKa, in some obvious 

Pto^ b, Use v i,hd„*d of the United Stste. du^h to 



"A.LEAGUE OP mum 

onvfllit^jEiesBtoassaiiMafiylkbilii^fb^ Aikdi 

hMfa<«npix>viedagaininthcAby88ipiaaasiiitbcAfanidhuriai 
<aise, when k hccamc absolutely clear that while man] 
nattoQS were willing to apply economic sanctions no nadot 
was ptq>ared to go to war ot to accq>t the risks of polio 
war for die Covenant. ‘ 

Hie plain truth is that both from the standpoint ol 
political theory and from the standpoint of the hicts witt 
which the League has to deal the Covenant as a system ol 
universal security has definitely broken down. 

Does this mean that the League must be abandoned 
altogether ? Certainly not. We have expected the Les^uc 
to do things which it is impossible for a league of sovereign 
States to do. But the League idea has come to stay, ii 
only because in this era of contracting time and space so 
universal a focus of action and opinion is increasingl;! 
necessary. But it is too early to endow it with the func¬ 
tions of government. It will be able to exercise those 
functions only when its members are prepared to surrendei 
to it some of their own sovereignty. In our view it is 
essential, until the League once more becomes universal 
in membership, and until some degree of federation is 
possible, that the coercive functions of the League should 
be abandoned. The coercive functions cannot be made to 
work in a world of sovereign States. Defence and war 
are functions of the sovereign State and so long as States 
are sovereign they alone can assume responsibility for these 
functions. It should be the duty of foe League to be a 
peace-maker, not a war-maker, to be the universal arbitral 
authority to which disputes must be referred for considera¬ 
tion and advicc. It has already a great and praiseworthy 
record in this field. It is essential that there should be an 
organism in a position to go on working for peace even if 
some of its members are at war among themselves. And 
it is only by abandoning its attempt to act as what General 
Smutt bks called an international war office that there is any 
dianoe of getting all nations once more to sit at the Geneva 
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round table, and thus of giving to the League the authority 
as a peace that universality alone can create. 


IV. A Bwtism Monroe Doctrine 

W E arc, however, still left with the problem of security. 

If we abandon the idea that security can be given by 
the League, and agree that a league of sovereign States 
ought not to attempt to give it, what is the best practical 
alternative—recognising that until a federation of nations 
of some kind is in sight there is no way of ending war 
upon earth ? 

Ijet us look at the problem from an entirely different 
angle. The Monroe doctrine has given to the nations of 
North and South America the opportunity to develop on 
their own lines, in freedom, for no years. That is so 
because every European and Asiatic nation knows that to 
intervene on the American continents would involve them 
in hostilities with the United States. It is perfectly true 
that until the United States assumed naval parity with 
Great Britain after the war the Monroe Doctrine depended 
just as much on its acceptance by Great Britain as upon 
the power of the United States. None the less the doctrine 
has given peace and freedom to a large part of the globe 
for more than a century. 

The mtxlcrn British Commonwealth, for many years 
now, has been, in effect, another Monroe system. Self- 
government is steadily increasing in every part. Individual 
liberty is still secure. “ Free institutions are its life-blood.” 
\ et the security and the opportunity for free development 
of its many peoples have also depended, in the main, on 
the knowledge that intervention in its affairs would involve 
war and that the British navy was strong enough to give 
it security. Together, the Monroe system and the British 
systm Msure liberty and democracy to more than half the 
globe and to a third of the population of the earth. Our 
hrst and most vital function is to ensure that these two 
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systems mmin intact and ate strong enough to defend 
themsdves. That done—and only when it is done—can 
wc dedde what additional responsibility we can undertake 
for the defence of freedom and peace in Europe and Asia. 

If universal peace is out of teach until the . nations, or 
some of them, are prepared to federate, what arc we pre¬ 
pared to go to war for ? It is quite clear that every nation 
in the Empire is prepared to go to war to defend itself. 
We believe that, on reflection, they will also be prepared 
to act together in defending the territorial integrity of the 
British Commonwealth if it is attacked. We believe this, 
not merely because we think there is enough community 
of sentiment to produce this result if its existence were at 
stake, but also because, if the Commonwealth were attacked, 
it would be by one or more of the powerful dictatorships, 
and if that dictatorship were to succeed the security of 
every part of the Commonwealth, except Canada, would 
be in grave danger, and the British system based on free 
institutions would be replaced by something based on 
dictatorship and force. It is difficult to conceive what the 
world would be like if the naval bases all over the world, 
now in British hands, were in possession of some dictatorial 
Power. 

But what about Europe, the central tinderbox of the 
world to-day ? There, as we see it, our commitments must 
be limited by our strength. It is a vital interest of Great 
Britain, as it is of liberty, that the integrity of France and 
Belgium and Holland should be fully maintained, as it is 
of theirs that the integrity of Great Britain should be 
maintained. If that is so, we think that Great Britain 
should be willing to maintain the Locarno obligation to 
France and Belgium, on a reciprocal basis, but to under¬ 
take no automatic obligation arising out of France's treaties 
with Russia or other eastern European Powers. The mutual 
obligation is simply a declaration that unprovoked aggression 
westwards by Germany will meet the united resistance of all 
those countries, as a deterrent to such aggression. Whether 
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tjbe Donufuoos in the new dtcmnstaoces should countet- 
sign nich an amngeoocnt is for them to consider. It wi& 
dqieod on whether they believe that the mote stzength 
dm is mobilised behind the stability of western Europe 
and the security of Great Britain the less likely are they to 
be attacked. 

But what of eastern Europe and the Far Ewt ? There, 
as wc sec it, Great Britain and the Dominions can do no 
more than keep a free hand, leaving their policy to be 
determined in the light of circumstances, and stability to 
be created by specific arrangements between the Powers of 
thtjsc regions themselves. How dangerous the position has 
been can be seen from the fact that during the Abyssinian 
crisis almost the whole of the British fleet was ronrentrated 
in the Mediterranean and the Red Sea and could only have 
been moved to defend the shores of the British Isles or India 
or Australia at the cost of leaving Egypt and the Suez Cjtrfa] 
at the mercy of Italy. It is simply not possible for us to 
undertake to guarantee security to foreign Powers in eastern 
Europe or the Far East unless we increase our arm^rn,»n ts 
immensely beyond their present limit. The tiny expedi¬ 
tionary force that Great Britain could contribute in a 
continental war-two or three divisions—would be of 
little effect amid the i.joo.ooo soldiers of Russia, the 55 

t-lmc divisions and the 35 reserve divisions of Ger- 

otbrr' increasing armaments of tht 

other European Powers. Our voice is still backed by 

^^arno. the nations of the continent must make their own 
kCa fTO S f” <hemsely«. and wc must 

Euxonc is Drier. I ^f the evolution of eastern 

what^lxim ^ E}xso,pt itself to detetmine, 

671 before the League at any time and 



amf ttkc them iixk|NMkleniiy(*> What ttdtikie 
am Wlo«Biitiae? 11m easkst approach to wtMld afi^eoao* 
JKQOt pcohaUf lies in the economic sphere. It u not a 
^nhkm ^lat coocems Germany alone or Italy or Japan. 
It is one that in greater ox less degree a&cts, all nations. 
The presmt situation, in which the barriers to international 
trade axe still, in many countries, prohibitive, in which 
currencies have no stable relation to one another, and 
in which mote and mote nations are easing their internal 
unemployment problems by an unbridled expansion of 
armaments, is one that must result in revolution or war 
unless it can be remedied in time. The first step is to 
try to relate a limitation of expenditure in armaments 
to increased facilities for trade; for without some political 
relaxation economic agreement will be difficult. We hope 
that this economic method of removing the causes of war, 
rather than renewed concentration on sanctions, will occupy 
the first place in the forthcoming discussions at Geneva. 

In the background lie the colonial aspirations of Ger< 
many. How fat can and should they be met ? It is quite 
cleat that they do not go to the root of Germany's economic 
problem. But political feeling seldom corresponds with 
the teachings of economists. The colonial question is 
likely increasingly to figure among Germany’s desiderata. 
What are we to reply ? It is quite clear that there can be 
no question of Great Britain’s acting alone, or of any mere 
restoration of the ex-German colonies. If there is a Ger¬ 
man colonial problem it is one that ought to be considered 
by the colonial Powers as a whole. The nature of the 
present r^ime in Germany makes it certain that there 
would be the strongest opposition to any transfer of any 
territory that has been under British control to Germany 
except on security that the conditions of Article 22. of 
the Gsvenant would be loyally observed, namely ffiat the 
colonies should be administeted in the spirit of trustee¬ 
ship for the native population, that there should be no 
fflilitarisatiem, that there shotdd be equal fiicillties for 
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the trade of all nations, and that autonomy should be the 
goal of policy. 

There arc many factors to be weighed, and Dominion 
opinion must be ascertained and taken into account. We 
will go no further now than to say that we accept the 
statement of Mr. Anthony Eden to the House of Commons 
on July 27, that 

the questicjn of any transfer of Mandated Territories would 
inevitably raise grave difficulties, moral, political and legal, of 
which His Majesty’s Government must frankly say that they 
have been unable to find any solution. 


1 he second issue is more urgent. Whatever the policy 
eventually adopted, whether the nations of the Common¬ 
wealth elect to stand by their obligations under Articles 
10 and 16 of the Covenant, whether they confine their 
commitments to the Ix)carno guarantee to France and 
Belgium, whether they declare themselves wUling to con¬ 
sider the colonial and economic question or whether they 
say that they arc not, their policy, in the world as it is 
fo-clay, will have to be backed by force. Indeed, in a 
world of sovereign States the obligations we can assume 
arc directly in proportion to our strength. What should be 
the stanciarc] of naval, air and military power of Great 
Britain ? VC hat contribution to the enforcement of the 
o ligations of the Covenant or the defence of the Empire 
arc the Dtjminions prepared to undertake ? These are 

deinr““\“"? ^ formulated must 

suHr T ‘hat is taken about them. We 

or mher’n ‘'“.‘"’P'fImperial Conference, 
cither in Iniperial Cabinet, should assemble 

or at 1 Tr""" ‘he League 

issues and to^fitr^ ‘o face these 

the iL^pL! them for 
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I. Spain in the Power'Complex 

M anifestly, the majority of Englishmen have yet 
to be weaned from the nineteenth-century illusion 
that “ domestic ” and “ foreign ” issues in the life of a State 
are dissociable. They were probably not unduly disturbed 
when they read on July 19 that a military revolt had broken 
out the previous day in Spain. It was just five months 
since an earlier “ attempted army coup ” in that notoriously 
turbulent country had slipped out of the front-page news 
in a couple of days- The present affair, it soon appeared, 
was far graver, but still—so the average Englishman 
probably hoped—only local in its import. The Spanish 
“ salvation army ”, itself a familiar enough phenomenon, 
seemed only to be moving with the times when it pro¬ 
claimed the purpose of saving the country from com¬ 
munism, More exceptional, and by this time disturbing, 
was a public appeal by the military rebels for outside inter¬ 
vention. In a remarkable interview published in the Neivs- 
Chronicle of July 29, General Franco, a former Chief of 
Staff (who represented his country at our late King’s 
funeral), declared: 

No European Power can afford to let Spain go “ Red ”... 
Europe must sec tiiat Spain cannot be allowed to Mcome a second 
conum^st Power in Europe, using her strategic position to 
disseminate “ Red ” propaganda in Morocco, Algeria, Tunis 
and even America. The ft>wers must see this, France must 
see it. . . . 

What is more, the appeal for foreign support—^which can 
scarcely have been addressed in good faith to the Front 
FoptUaire Government in France—^had not apparently fallen 
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upon deaf eats. On July 50 four aeroplanes flyit^ ficom 
Italy to Spanish Morocco, said to have been in compai^ 
with more than a dozen others that completed their jouniey, 
were forced down in French territory, and were discovered 
by an official enquiry to have been, until July 20, Italian 
ciUitaiy machines. TTiey were fully armed, and were manned 
by airmen who until lately were in the military service of the 
Italian State. Then, on August 3, the German “pocket 
battleship ” Deutschland anchored at Ceuta, the Moroccan 
stronghold of the Spanish rebels, and the captain and 
officers were formally entertained by Gene^ Franco him¬ 
self ; there were similar incidents at Algecitas, Melilla and 
Seville, all rebel-held ports. The attitude of the German 
semi-official press lent colour to the rumour that aitna and 
aeroplanes had been landed to reinforce the rebels, and that 
other supplies were on the way from Germany.* On the 
other side of the fence, it was reported that Russian trade 
unionists were subscribing a fund of a mill ion pounds in aid 
of the Spanish Government. The source of the insurrec- 
tionaries’ funds is not clear, but they appear to have been 
amply supplied with money and with foreign credit. 

Meanwhile, the French Government was in a grave 
predicament. Its sympathies plainly lay with the Popular 
Front in Spain, on whose behalf, as the legitimate and 
recognised Government, it could claim the dear sanction of 
international law to intervene; and it was being violently 
urged to do so by its Left-wing supporters. But the fear of 
pmvoking a general European conHict (and, it was said, of 
offending Consemtive opinion in Great Britain) persuaded 
M. Blum s Cabinet to maintain a posture of strict non¬ 
intervention, and to despatch to the other interested 
Governments an urgent appeal to do Ukewise—adding a 
warmg, however, that pending an international agreement 
the French Government reserved ftill ftecdom of judgment 

•IdlrS*' repotted on August ij. from a source con- 

Srirt tnis^tthy-.that G^ral Franco had aVju^ 

machine., „ 

CHimm aeropfaaw of the type used by the Italians in AbysSu 



powsa cx^m^ ’■’ 

Iii 4«4>anin. «> tfae of uma to the hmvtgem* M-^ 

ibam^ the 'was <^>eDly tebuffisd by no ooontty, and 
was ceodved with enthusksm by many, including Gveat 
?*H**in, dw deky undec which the Italian and German 
GofvemmaBts rallied caused it to lose a good deal of its 
ptactical efficacy, and a cloud of mutual tectkoination to 
poiscm the international atmosphere of Europe. 'Ihe 
sitnation, as The Round TABin goes to press, is still 
distinctly uneasy. 

Ihe emetgenix of Spain as the focus of a major intei' 
national quarrel is a remarkable fact, which can by no means 
be fully explained in terms of class war and social revolution. 
It is necessary to explore much more carefully the back¬ 
ground of the revolt and its relation to the European 
complex. General Francisco Franco (brother of the 
flying ace, Ramon Franco) enjoyed in Spain a reputation for 
uncompromising patriotism, and bis sterling service in 
Morocco since the pacification had won for him the title of 
the Spanish Lyautcy. The late General Sanjurjo, too— 
coadjutor in this desperate enterprise—Shaving acquired 
merit by his conduct of the later stages in the campaign 
against Abd-el-Krim, and established excellent relations with 
the authorities in French Morocco, had apparently run true 
to type by resting on his laurels and performing patriotic 
service at home. In 1931, it may be recalled, he was head 
of the Civil Guard, and it w^ bis admission that the men 
would no longer defend the Bourbon regime that turned 
the scales in favour of the republic. That, subsequently— 
in August 193 a—he should have had a little lapse and 
sponsored a typical military junta’s revolt in the name of 
law and order was only to be expected from a political 
General. ITictc was no suspicion of any help by a foreign 
Power. If, then, to-day both these high-principled 
Generals ate convicted of angling for the intervention of 
the Italian and German Governments, it is obvious that 
circu ms tanc e s have substantially chang^. 

General Franco may or may not have approached Signor 
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Mutsolini with an ofib: to cnle Ceuta, the main strategic 
point of Spanish Morocco, and Minorca, the Balearic naval 
base, in return for material and diplomatic assistants against 
die populariy elected but floundering Spanish Government: 
the rumour that Schor Jose Antonio Primo de Rivera, son 
of the former dictator, was the author of this particular 
suggestion is more plausible. The General certainly seems 
to have relied on obtaining up-to-date types of aircraft and 


war material from the Italians. Moreover, for some rtmp 
General Sanjurjo had been known to be indulging in 
fervent admiration for Herr Hitler and his regime, and also 
collecting in Germany the sincMi^s of war for the Spanish 
Right exiles who have been waiting patiently for their chance 
in the sanctuaiy of near-fascist Portugal. What touched 
od the fuse in the Peninsula, then, was perhaps not so much 
the spark from political passions culminating in the murder 
of Sciior Calvo Sotelo as the state of the European tinder 
following upt»n Signor Mussolini’s victory over the League. 

In the powcr-constcllation, which sixteen years’ shadow- 
play at C»cncva lias failed so signally to affect, Spain occupies 
a uniijuc position. Her abdication from the world stage, 
as a consequence of internal weakness, has been a com- 
{urativcly 8m<x>th and a gradual process, contrasting with 
t K trai (I wars and problems ” left by the disappearance 
ot other I-.mpircs. Setting aside the clash of the invincible 
Amiatia with the developing sea power of Britain, one 
might trace the line from the surrender of Gibraltar to the 
OSS of Iwr last dependencies in America in 1808. That the 
tamr... ....cmational h,, been not so much 

|he l\nmecs a, the British fleet is now suiBciently manifest 
m which the Spanish nation has philLphically 
•«cp,ed fate as second fiddk in the McdihLnei 
“Iracribed in Seitot Madariaga’s book 
on mthe Modem Worid series. Ihe moo| he^^ 


^ cwuciousim, of 

etitun, which, together, controUed 
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Spmbh acdoa were, st the same time, her natural adiretsaties and 
her best customers as well u the two peoples most stimulating to 
her life and culture. . . . 

Still more eloquent were the accents of Angd Ganivet, one 

the chief formative influences of modern Spain, who 
mused, writing in 1896 : 

There is no humiliation or dishonour in the recognition 6f the 
adversary’s superiority: it is more than obvious that England 
exerts supremacy over the seas of the world; few nations have 
been free from net abuse of power favoured by disunion in. the 
Continent. . . . Facts of force, such as the occupation of Gib¬ 
raltar, are not without practical utility, for they act as regulators 
of national energies and prevent over-confident people from 
shouting too loudly. . . . Amongst all the nations of Europe 
Spain is, after Italy (x»r), the nation most interested in the preser¬ 
vation of the naval supremacy of Great Britain for a long time 
to come. We are in this case very much as that ruined gentleman 
who on no account would part with an old steward of his, not 
particularly honest. “ Not for any love that I may feel for you ”, 
said the poor man, “ but because I fear that your successor will 
leave me a beggar. . . .” Gibraltar is a permanent offence which 
we in part deserve for our lack of good government. . . . 

Now, obviously, this mood of resignation was not 
constant; nor were all classes equally imbued with it. 
During the world war, as is common knowledge, the 
governing class and the intelligentsia split into two camps, 
with the conservatives, speaking generally, on the side of 
the central Powers and the liberals supporting the Allies 
and the cause of democracy. Neutrality, however, was 
clearly the only prudent course, galling though it must have 
been to those Spaniards who retained a lively sense of 
Spain’s importance as a Mediterranean Power. Army 
officers, in particular, were predominantly Germanophile, 
partly from an affinity of caste and training with the Prussian 
military aristocracy, partly from a natural desire that their 
profession, should have b^ct opportunities for honour and 
glory than could be expected from emergency and un¬ 
popular police work at home. The inclusion of Spain in 
the Great Power negotiations concerning Morocco had been 
to some extent a balm, and the treaty of November 27, 
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1912, which dqmted Spain t6 organise the pdtcing wtruK 
throughout the zones, meant a certain amount of eti^^loy- 
mcnt for her surplus officers. So long as Great Britain 
was the paramount Power in the Mediterranean dwte Uius 
no danger of “ ovcr<onfident people shouting too loudly *’ 
and mvolving the country in European entanglements. 

With the establishment of the League of Nations, Spain’s 
course seemed to be still more definitely set. By her 
geographical position she was precluded from putsuiivg the 
wiil-o'-ihc-wisp of " neutrality " in the pre-League sense. 
Sefior Barcia, the Foreign Minister, took it upon himself 
during the London conversations last March to affirm* 
that “ as things arc to-day, in the international juridical 
order established by the Covenant, there is no possibility of 
any of us members of the League being considered as 
neutrals Spain’s own Right-wing politicians, moreover, 
saw in membership of the League a better assurance of “ no 
entanglements ”—which was the meaning they gave to the 
term neutrality—than the obbli^to alternative of formal 
alliances with France and Great Britain, which must other¬ 
wise have followed from Spam’s strategic position. (The 
exception that proves the rule was, of course, the untoward 
temporary withdrawal from Geneva in 1926 and the 
nationalist claim to Tangier, by reason of some brainstorm 
that afflicted the genial but unaccountable soldier-dictator ) 

I bus It seemed that Spain could evince no other attitude 
than readiness for " collective security ”, and Senor Mada- 
mga. the cjuasi-pcrmanent delegate to Geneva, was on 
c s et. 1 lus happy state of having no foreign policy, how- 

c\ct, was dependent on one fundamental condition—that 
te., Bntm., sull Kmaincd undisputed mastet of the 
ihat dntte was . 

(NUdrid), Match a4. 



'.’ ;''v;>li&%':WB K>w8k Qomsmsi 

0k Contineitt who give any tiioag^ to iboa^ afilini* 
ilie Leagee of Kations has pxactkally ceaseii to exist. 
Not odythat; ^ oonvicdoais witkspsead that, £oi all het 
boxtied xe-axtnament, Gteat Bdtam has lost her grip oa the 
life-line of the Meditettanean and, because of the iiadfism 
of Bxhish public opinion, can be bluffed indefeii^y into 
acceptance of a very diderent powet-pattem. Ihis point of 
vievr vras brought home to the present \mter by a number 
of axddes and news messages in EJ Debate, the Madrid 
Catholic Right-wing but not fascist newspaper, on the 
occasion of the last Assembly and Council meetings. In the 
first place, it was persistently reported that Mr. Eden had had 
several conversations with Senot Barcia preparatory to the 
negotiadoa in the autumn of a bilateral naval pact, with 
Spain as with other States, these pacts being linked up in 
time with the naval agreement of last March between the 
British Empire, France and the United States.* (The 
Foreign Office, it may be added, denies all knowledge 
of this.) The French Prime Minister, moreover, had 
specifically mentioned Spain twice in his speech to the 
Assembly, as one of the countries coming within the scope 
of the regional agreements to buttress Article i6, which 
arc the new French rendering of the text of collective 
security. The conclusion was—could only be—^that Spain 
must become fully conscious of her importance as a Medi¬ 
terranean Power. Like Turkey at the other end of the 
Middle Sea, she had once again been swept by the currents 
of history into a key-position in the balance of forces 
centring upon the Straits. 

Thus, whereas on June 24 the leader-writer, accepting the 
traditional context, had simply argued that in any negotia- 
tioiM with Paris the Spanish Foreign Minister had a rare 
opportunity of securing a satisfactory settlement of sundry 
boundary and economic questions in Morocco—a slate- 
cleaning operation on the li^ of the Franco-British agtee- 
oaeiU: o£ 1^04 or the Franco-Itaiian deal of 19}}—^in later 
• See Th» Round Tabi.b, No. 105, June 1956, pp. 518 $tstq. 
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aitides afttr the Geneva sessions he was insisting that the 
artificccs of Spanish foreign poliqr must weigh the con¬ 
siderations very carefully before deciding on which side. 
Great Btinun’s or Italy’s, to throw Spain’s power. There was 
more than a hint, too, that for Spain to be alliance-worthy— 
a phraseology suspiciously resembling that affected by 
Germany’s spokesmen early this year—she must have a 
strong government and an efficient reorganisation of the 
armed forces. (A trivial but none the less significant 
example of the prevailing Germanophile tendencies—or the 
power of German money and propaganda—^was the manner 
in which the Spanish press dealt with the crisis last Match 
fallowing upon the German Government’s repudiation of 
l-ocarno.) 


II. The Class War Motif 

T HI-SE ideas, expressed piano in E/ Debate, have, of 
course, been a topic of conversation in Spanish Right- 
wing circles for a long time. The Popular Front Govern¬ 
ment, whose leaders arc essentially good League of Nations 
men, has abstained from any comment on the Mediter¬ 
ranean balance of power; indeed, the pretext for dispensing 
with the scrs'iccs of Senor Madariaga, who had caused 
partisan resentment by continuing to work under the 
dubujus directives of the l.crroux-Gil Robles period, was 
found in the charge that his memorandum of June 17 fell 
*W„f,hcp„,.,.G„cva,„,hod„xy. 0„ themher hait 
> I.argo (.aballcro, the I^ft-wing socialist leader 

"Thrrl Unions Congress, boldly declared: 

Luropa. ,h« compth ,o extent to 
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^ptnnh milkuy tebellk>n in tetms of the dnss 
w»x* llik dhnskm of the nations along ideological lines 
is oo^ hf way of being accq>ted as a dogma on the 
Continent. It is only Englishmen under their island spell 
who reject the fomn^, not so much for itself as because 
they rqect all fotmuhc. Unwittingly, too, M. Leon Blum 
encouraged the alliance of fascist States when he sought to 
justify the projects for regional application of “ coUeaive 
security ” as " limiting military action to the Powers that arc 
nearest^ geographically or politically^ to the State that is the 
victim of aggression.” 

Spain’s Graerals, therefore, had every excuse for imagin¬ 
ing that Europe was back in a condition of unmitigated 
international anarchy and that at last the time had come for 
Spain to count as a decisive factor in the contest of alliances, 
to be a subject and not an object of foreign policy. The 
chance of provoking at the very least a re-assessment of 
Moroccan interests was tempting ; and, even if the military 
rising were fmstrated on the mainland, General Franco 
could demand a high price for desisting from his rebellious 
enterprise in Africa. 

Where General Franco and his German-trained advisers 
seem to have gone wrong is in over-estimating the scare 
effect of conununism. To the Foreign Office and the 
Quai d’Otsay the prospect of a “ Red ” Spain —anglice a 
Left-wing Government with a socialist programme—^is not 
particularly alarming; it is infinitely preferable to the 
alternative of Italo-German-Spanish confabulation in the 
western Mediterranean. Incidentally the amount of British 
money-capital locked up in Spain is negligible ; hence the 
comparatively calm attitude of the Qty towards the Spanish 
“ civil war 

* " Thete luu been some malaist as a result of the ^peatance of a 
flew source of international complication, but apart from this, London 
hM not allowed itself to be undiuy disturbed hj the death and destruc¬ 
tion now loose in Sesun. This calmness is good sense. The sum 
totalof British capital invest«l in the peninsulars small. . . .” F/Mif- 
tial Nws, August S. 
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At« mtttet of (act, it is only inddentally and not essen- 
ii^ that the tevedt disaffected military dements comes 
to be bound ap with the question of social cevolutitm. The 
otBc ca * iosurtectioo takes on a £ac mote dtamatic cdout if 
k is tepiescmcd as the climax in a secular war of the haves 
and the have-nots. But then one would have to account 


for the relative indifference with which the possessing 
classes met the appeal to rally round and save “ true Spain '* 
—in General Franco's words—^from the Marxists. Seffor 
Lucia, for instance, a paladin of the C.E.D.A. (Qtnfederation 
of Autonomous Rights)—his party is the Dmeba Rjtffmii 
VitmioM —^who was a Minister in one of the Right-Centre 
Governments in 19)5, on the very first day of the revolt 
telegraphed his loyalty and support to the Government 
“ above all political differences ”. Seftot Gil Robles, the 
chief instrument of the Church and leader of the Acmn 
Popular party, was on holiday in Biatrita and disclaimed all 
knowledge of the military junta’s enterprise; later he was 
requested by the French Government to move on and 
betook hinwclf to Lisbon, where no doubt he heard a good 
deal alx)ut it. Don Francisco Cambo, the Catalan mil- 
honatre Imsincss man. head of « Chade," • was away on his 
yacht. Only in Navarre and the more benighted districts 
of the nfirth-west did the population take up arms in the 
rebel cause wuh any enthusiasm, and there mote in the spirit 
of the CArlisf guerilla warfare “ for God and Fatherland ” 
than with any idea that they w'crc fighting for fascism and 
against the socialisation of property. 

Ivct us look more closely at the poUtical setting. On 
*^nt of the incorrigible sectarianism of Spaniards, the 
^>pcs of the Uft-repubhean. non-socialist Government for 
the achievement of com^Hmaa had been shattered. Acts of 
sporadically ever since the 
A^rtfgimc took office on February aa That young 

conHnuanccrfWlea„„,cuuwtbcgmMid. Ontc^of 

^ • The great cJcctrkaty undertaking. 



:;v m mbRocic^ 

tiiiB ci am te o Bdc enibexatK«--^^ch had iBodi'mott 
«b4ointh the Spanish teir^>etaincnt than the sdoal tevohi* 
tiem^-^^eame the inceimnt labour strikes, almost as free from 
Tkdeaice, itiddentall|r, as the strikes in France. Conditions 
^e«re certainly dislocating for business, particularly in 
CatahMua; but to talk of the country's being phinged into 
anarchy and red ruin was preposterous. Then came the 
foul nsuider of Sefior Calvo Sotelo on July 13, itself a 
requital for the killing of a lieutenant of the Shock Police, 
a man of known socialist sympathies, by armed fascist 
youths. The hapless Casares Quiroga Government could 
do no more than echo Sefior Azafia’s m de eceur in his 
great speech of April 3—it is high time Spaniards left off 
shooting one another ”—and prolong the State of Alarm 
another month. In order that passions might cool, the 
President of the Cortes, Sefior Martinez Barrios, took it 
upon himself to request that Parliament should be closed for 
a week; the period was subsequently extended to twenty 
days, and the Cortes has now been formally closed ” till 
October The Government, as a matter of fact, had as, 
good as admitted the breakdown of constitutional rule 
when a few days before they had let it be known, to appease 
the popular clamour, that it would be much easier to 
proceed with the “ tepublicanisation ” of the army and the 
essential public services with Parliament out of the way. 

III. The Army in Morocco 

O F the need for beginning again the purging process 
that Sefior Azafia had undertaken among the higher 
ranks of the airoy when he was Minister for War there is 
no question. The egregious Sefior Lerroux, during his 
tenure of the premiership, had brought back into key posts 
many of the political Generals whose antecedents did not 
bear examination. Recent alarums had underlined the 
danger. There had been the frustrated plot for the setting 
up of a military dictatorship in the flurry immediately after 
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the eJectioa of February r6, as a result of whidi General 
Fraoo), Chief of Staff in J954-55, had been relegated to a 
coounand in the Canary Isles, and the doubtfully loyal 
General Coded posted to the Balearics. There had b^ 
the ominous exhibition of fascist sympathies among army 
oflkcrs on the occasion of the shooting in Madrid on 
April at the funeral procession of a Civil Guard. And 
there had been the mutiny of two cavalry regiments at 
Alcala dc Henarcs on May 18. Finally, under sustabed 
pressure from socialist and communist elements of the 
Popular Front, Sefiot Casarcs Quiroga, then Minister for 
War as well as Prime Minister, had given orders for the 
removal from their posts of a number of senior officers in 
Spanish Mowkco. 


If was the army in Morocco—specifically the tere/os of 
u Foreign Ugion with their native troops—that 

had been called in to overwhelm the armed insurrection of 
the miners of Asturias in October 1954, when the army and 
police detachments on the mainland had shown themselves 
incapable of dealing with the situation. Its treatment of the 
imurgcni workers was ruthless, and no doubt it was guilty 
of some atrocities ”~at any rate most Spaniards after 
esammmg the evidence that became available, believed so 
0 ,n.H-qucmly “the army in Morocco” had incurred th; 

represlted 

Jar w s o'l extermination in the 

»»;cy ^Id .ny cLrhaJeLlcd^a 

of ScAf,r Clalvo Sotelo 

to know (hat Major Ooval “ th. k ^ * position 

«■ ttyW on Z r ■ ' of Oviedo ”, as he 

<M ” on the Lrft. having go, awa, ,o 



THE ARMY IN MOROCXXI 

Edaraaty, vas «igaged in oxganising a militaty timed 
fat noet aotunm. If, fbt various reasons, among them the 
iotetnational situation, Genetai Franco and “ the army in 
Morocco ” decided to move two months early, they knew 
that military juntas in a number of garrison towns were 
prepared to stake their heads on a desperate gamble. 

One can perfectly well understand the attitude of mind 
of the Cmrpos Artnados (“ army ” is, of course, a term that 
unduly simplifies the issue). These officers of a profes¬ 
sional caste that was manifestly a relic of the old monarchist 
State knew that their days were numbered. Though the 
armed forces, deprived of service in the foreign field, did 
formerly play an important and on the whole salutary role 
in the preservation of order and of the life of the State, they 
could expect scant consideration from a republic now fairly 
set on a revolutionary course. 

It is impossible, when these lines are being written, to 
foresee the political outcome of this tremendous clash 
between the old Spain and the new. A victory for the 
military rebels would be but the temporary hardening of the 
crust over an active volcano. Too much blood has been 
spilt, too much has been said and done, for the proletariat— 
now irrevocably armed—^to acquiesce in more than momen¬ 
tary subjugation. The armed state of the masses will provide 
almost as grave and dangerous a problem if the Government 
win the day; for arms are not easily withdrawn from an 
undisciplined citizen force, and the extremists of the Left 
have tasted too much power, one imagines, to be content to 
return to the rdle of propagandists and constitutional critics. 
Perhaps there will be a napoleonic reaction; at least it is 
certain that Spain will suffer many bloody months before an 
ordered and popular government once more rules the 
whole country. The rest of us, thanks to this unexpected 
summer lightning, have had a salutary though sickening 
glimpse into the abyss yawning before a Europe wedded 
still to the politics of power. 
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From a Correspondent in China 

O NCE more the changing East has claimed the notice 
of the world. But this time the news had an 
ominously familiar ring, China stood suddenly on the 
verge of civil war; for a moment there lowered the shades 
of the dark period of the nineteen twenties. Was the 
stage set for a fresh struggle for the revenues of the 
Yangtze? The northward march from Canton is a 
tradition in modern Chinese history: the events of last 
June brought back memories of July ten years ago—the 
same generals in command, the same line of advance. 

But it soon became clear that the 1956 expedition was 
to Ik but a hollow repetition of 1926: it had to face 
something much more formidable than a shifting balance 
of rival war lords. The events of the summer were not 
a reversion to an earlier distressftil period. The im¬ 
pulsive action of the south was a symptom, not of growing 
provincial autonomy, but of the increasing power of the 
centnU authority. It was a gesture of despair-ill con- 

«fcnt to which Chiang Kai-shek has enlarged and stabilised 

provinces are no longer a 
menace to Nanking. ® 

I. Canton rersus Nanking 

fate appeared 

i 2hem'" “• adv^^ 

f ‘«^°^te an assurance of 

support fm„, separatist tendencies in other^c^ 



«n4 ft IM^ «b«c Oittfig Kai-6^ 
thd^ to 0 |ifKMe tiw dudk&ge \ 1 ridh 0 at jeqpudising his 
jpondcn dlscns4>ete. It ^srsis not long faefote this fdlacjr 
sras caqposed. 

The ftxtmes oi die two southern provinces (Kwsngtong 
sod Kwttngsi), reorganised as “ Revolutionary^ Anti- 
Japanese National Salvation Forces,” advanced in con¬ 
verging columns on Hengdiow, a strategic centre in Hunan 
province, and a key point on the newly completed railway 
between Canton and Hankow. The Canton leaders 
prefaced their advance with a national call to arms against 
Japan and an outburst of anti-Japanese propaganda. 
Next they accused Chiarig Kai-shek of threatening them 
by concentrating troops on their provincial boundaries. 
Actually, when the Cantonese advance began, central 
government troops were widely dispersed. The south 
hoped by swift manoeuvres to occupy Hengchow and to 
advance towards the Yangtze through Changsha before 
Nanking’s divisions could reinforce the local Hunan 
forces. Further progress would be dictated by events, 
The southern leaders counted upon an initial success to 
undermine Chiang Kai-shek’s position and to enable 
them to extract concessions both political and financial, 
if possible extending their administrative control over 
part of Hunan and securing a share in the revenues of the 
Canton-Hankow railway. 

Chiang Kai-shek moved with speed and decision. He 
made no bones about the realities underlying Canton’s 
intransigence. He denoimced the south for instigating 
dvil war. Meanwhile, he rushed his troops into Hunan 
from the acQacent provinces. Across the Yangtze £com 
Hankow, down the railway, through Changsha, his 
divisions pressed southwards to meet the advancing 
colunms. 

His condemnation of the south received wide popular 
rapport. Cantonas patriotism convineni no one: witn^ 
ftie iqypatetxt indifii»ence of Japanese officials in Caitfon 
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to fdemoostzatkwi die like of which dsewhete in China 
ate iovamhly yiaited with thieats of dire and tettible 
retribation. Reports were circulated—they were un< 
questionably well-founded—that Japan had sold munitions 
and aircraft on long credits to the Kwangsi leaders and that 
a number of Japanese experts were actually stationed in 
Nanning, the provincial capital. 

Having concentrated his troops, Chiang Kai-shek moved 
with great caution. Daily his position grew stronger. 
Hie north remained quiet; there were no diversions 
elsewhere. Soon dissensions appeared in the ranks of the 
southerners. Chiang Kai-shek concentrated his efforts 
upon an attempt to buy off Kwangtung and so isolate 
Kwangsi. When the Kwangsi troops reached striking 
distance of Hcngchow, they found that their sister column 
from Kwangtung was lagging behind. Chen Chi-tang, 
the Kwangtung commander, ordered his troops to stay 
their advance. Everything seemed to have gone wrong; 
support from disaffected elements in other provinces had 
failed to materialise; Japan’s attitude was equivocal; 
and Ho Chicn, the governor of Hunan province, whose 
TOilabiranon had been counted upon, seemed to be in 
Chiang Kai-shek's pocket. 

Chiang Kai-shek himself, now in control of the miUtary 
situation, Ixgan to sliow a mote resolute attitude. The 
Kwangtung and Kwangsi columns turned in their tracks, 
rvni'"- ‘ embarking upon their northern ^ 

wpcdition, they were back at their original “ peace- 
ime positions on the provincial boundarics-digging 
* threatened " invasion» ftom 
Owng j^a«-shck Thr initiative so blithely taken by 
Nanking generalissimo. 

Incept m the suddenness of its appearance there was 
*e Canton crisis. It marked 
* *'?***'*'' ^ in tiegrcc ever 

^ esublished aT^king 
It. were there even before the Nanking gov^; 
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came iam beiiig->vhea the " oadonalist ” atxoiea nvatchgH 
out of soudi Qiina in 1926. 

The constxuctive side of the 1926 revolution was swept 
away when Chiang Kai-shek parted company with Boiodin 
and the communists. Chinese history since diat time has 
been the story of his struggle for personal ascendancy. 
In spite of many apparent reverses he has gradually 
strengthened his position against the elements opposing 
* him. The communists, as a result of the dissolution of 
. their stronghold in Kiangsi in 1934 and the successful 
campaigns of 1935, are no longer a serious danger. Re¬ 
surgent war lords and independent provincial satraps 
have succumbed one by one before the patience and sMl 
of Chiang Kai-shek’s political manipulations. Dis¬ 
affected sections of the Kuomintang party arc slowly 
yielding before his dexterous handling of divisions within 
the party itself. But in spite of his growing ascendancy, 
he was still faced with the problem of the ambitions and 
jealous rivalry of some of the colleagues who set out with 
him from Canton in 1926—^forceful men who felt that, 
by virtue of their abilities and achievement, it was they who 
had the greater right to exercise supreme power in the 
central govermnent of China. 

As soon as the Cantonese armies reached the Yangtze 
there began a struggle for power that has lasted ever since. 
When he left Canton as Commander-in-Chief of the 
“ nationalist ” armies, Chiang Kai-shek lost all position 
in south China. He has never shown his face there again. 
Canton became a permanent base of opposition, both from 
civilian Kuomintang members who found themselves 
unable to tolerate his personal methods of government 
in Nanking and from the military politicians of Kwangtung 
and Kwangsi who felt that they had been tricked out of their 
legitimate share in the spoils of the “ nationalist ” victory. 

The relations between Canton and Nanking have pass^ 
through various phases; but they have remained funda¬ 
mentally constant. In 1951, an independent government 
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m$ fotmed in Canton. At the end that yeat Chiaag: 
Kai-shek staged an astute political manoeavte by pMsoadiiig 
the Cantonese to come to Nanking and fotm a government 
thenudves. As a step tovatds uniheatkm, the indqpendeot 
government at Canton was replaced by poltti^ and 
administrative organs that were nominally local extensiems 
of parent bodies in Nanking: the South-West Political 
Council and the South-West Executive Committee of the 
Kuomintang. The Nanking experiment \ras short-lived. 
In his voluntary retirement Chiang Kai-shek had retained 
personal control over the military and financial resources 
of the central government. His manoeuvre split the tanks 
of the Cantonese politicians and facilitated a process of 
suborning them one by one with the fruits of office in 
Nanking. 

Canton, however, maintained a status of quasi-in¬ 
dependence, exercising an extensive dcgtcc of provincial 
autonomy through the so-called “ branch ” government 
organs established in 19}!. During the past few years the 
provinces of Kwangtung and Kwangsi have enlarged and 
equipped their armed forces independently of the central 
gtwemment, creating armaments intended for use if 
necessary, against Chiang Kai-shek. 

By vi^c of a complicated process of financial adjust¬ 
ment under which direct subsidies were paid to the southern 
pmvinecs. national revenues collected by the Salt Ad¬ 
ministration and the Maritime Customs were remitted to “ 
he ccntnl govemment. In Canton, however, a separatist 
policy «, followed in coniplete disreWri^tte 
IhlS."' -venue 

loal imixm”? f"* “untenanced; prohibidve 

1<^ impon dunes were imposed foi the piMection of 
mdusnial enmtptiscs based'’u;r:ts^ 

fcudattJ^* the monarchy and the 
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tii^llM YI|^ xig^ to an iadq^endeiA j|uikta«te (iS^ 
laiif * Itnadb of ^ ChloeBe Sapteme Comt ia Gaoton), 
the xiglit to iisae cuxceacy, ^ tight to levy and ccdlect 
tntet sad to make admkdstxstive ai^intments. In aodth 
Cfate offidai lypoinmBenta mete filled locally, although 
Nanldng fecmally coofiemed local nominees in certain posts. 

In all these mattets, during die past year, Chiang Kai-«hek 
has grachiaUy been exerting pressure upon the south. 

Of the two elements of opposition to Chiang Kd-shek 
that have always found a base in Canton—disaffected 
civilian elements in the Kuomintang and ousted military 
colleagues of the 1926 expedition—the June crisis was 
instigated largely by the latter. 

When the southern armies set out in 1926 they were led 
by a quorum of able and ambitious generals—among them 
Marshal Li Tsung-jen and General Pai Chung-hsi of 
Kwangsi. There was no precise plan concerning the 
positions that individual military leaders would occupy if 
the “nationalist” armies gained control over China. 
Chiang Kai-shek, no doubt realising that they were too 
capable and ambitious to make comfortable bed-fellows, 
watched the two Kwangsi generals from the beginning; 
the treatment they received at his hands finally drove them 
into bitter and resentful opposition. The quarrel reached 
a head in 1929, when they revolted against him. Since then 
they have had to content themselves with the control of their 
arid and remote province. Their administration has earned 
for Kwangsi the not unmerited title of “ model province.” 
They are irreconcilables ; their hatred of Chiang Kai-shek 
knows no bounds. That they should be a disintegrating 
force in China is somewhat of a tragedy in view of their 
strong characters and proved ability. 

In the winter of 1931, Li Tsung-jen issued a pamphlet 
that throws light upon the histoti(^ background eff the 
present situation. 

Ever since ni7 troops conquered Hopei and completed the 
Noctfaem Expedkioo, Chiang Kai-shek harboured die design of 
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dtMttof iag all not immediately onder him. Under die pretoct 
of dttbanatnent, he secretly enlarged his own army with a vmw to 
osurping the authority belonging to the Kuotnintang. 


Chiang Kai-shek’s justification depends upon the validity of 
the promise that personal dictatorship is the essential 
stabilising force in the chaos bequeathed to China by Sun 
Yat-sen’s revolution. 

Since 1951 the rich province of Kwangtung—of which 
Canton is the capital—^has been under the control of 
Marshal Chen Chi-tang, a man without education or pres¬ 
ence but a skilful " trimmer ” who built up his position by 
striking a balance among a group of generals owing him 
somewhat uncertain allegiance. His native caution has led 
him during the past five years to restrict his ambitions to 
the cash profits obtainable from his own province : he had 
a tacit understanding with Chiang Kai-shek to this effect. 

The return to China early this year of Hu Han-min, a 
veteran revolutionary leader and a leading light in the 
Kuomintang, was exploited by the southern generals in an 
attempt to revive Canton as a base of Kuomintang opposi- 
non to Chiang Kai-shek. Some people think it was their 
tntention to use him as a figure-head in a southern secession 
nvivcmcnt, or at least to exploit his prestige in the Kuomin¬ 
tang party for strengthening those sections in it that are 
anxious to prevent Chiang Rai-shek’s open assumption of 
dictatorship. I he enlargement ofChiang Kai-shek’s sphere 

D Irr ™ N«>king has baen ,Lm- 

1 K»omm,ang political otgana. 

rt, n ^ ^ “""S' f"' *£ dlrft of 
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(organs thxough which Kwangtung and Kwangsi have 
hitherto combined to exercise their officdallj recognised 
functioas of qviasi-independence. 

Dating the past couple of years, Chiang Kai-shek, by 
coming to the assistance of provincial authorities against 

the communists,” has greatly extended his influence. 
The provinces of Kiangsi, Hunan and Szechuan have come 
imder his control. Last year he added Kweichow and 
Yunnan. Kwangtung and Kwangsi thus came face to face 
with Chiang Kai-shek—they were no longer separated from 
him by provinces of doubtful or tenuous allegiance. He 
used his new position in a manner scarcely conciliatory: 
the appointment of hostile generals in the provinces border¬ 
ing Kwangtung was followed by a process of “ economic 
strangulation.” This policy was directed principally against 
Kwangsi, which suffered a crushing blow as a result of 
diversion of the Kweichow opium traffic. The opium used 
to enter Kwangtung through Kwangsi, yielding a material 
contribution to the provincial revenues from the duties 
levied in transit. 

Kwangtung is now confronted with inevitable retribution 
as a result of the unsound economic and financial policy it 
has been pursuing for the past few years. Both provinces 
are facing the terrors of a rapidly depreciating currency. 
Last year they adopted Nanking’s currency reform scheme 
only to the extent of calling in stocks of silver ; this silver 
was retained by the southern authorities and the issue of 
provincial banknotes was greatly enlarged. No legal 
custodian was established for the currency reserves; the 
amount of these reserves and the number of notes issued ate 
unknown. The breakdown of currency negotiations in 
May, on account of Canton’s unwillingness to accept certain 
conditions implicit in Nanking’s offer of assistance, may 
have been the final circumstance causing Chen Chi-tang to 
accept the advice of the Kwangsi leaders, who were urging 
a trial of strength. An indecisive man, he always consults a 
soothsayer before making up his mind, a practice that 
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etudbiei him to resolve problems in the dkection towards 
wtkidi he temporarily leans; in this case he may have visited 
his oracle while still under the persuasive infiueiKe dF 
Psi Qning-hsi. 

In May, Hu Han-min died in Canton. Many believed 
that this would ease the situation. But it was the signal for 
revolt. Feeling, perhaps, that time was working to their 
disadvantage, and spurted to action by their financial 
predicament, the Kwangsi leaders persuaded Chen Chi-tang 
to risk a gambler’s throw. Hu Han-min’s “ political will ” 
—a last testament of exhortation, championing resistance 
against" Japanese aggression ” and “ the Nanking dictator¬ 
ship ”—was their platform. 


11. Ckiang Kai-shek 

T HF, attack failed. Within a space of two months the 
whole issue was settled; Chiang Kai-shek emerged 
with influence and prestige enlarged beyond the wildest 
dreams^ of his supporters, who in early June had viewed 
Canton’s offensive with dismay bordering upon panic. The 
march of events was so rapid and at times so confiising that 
«t IS here possible only to give some slight indication of the 
mam tmrrcnts that shaped them. 

At first attention was focused upon the relations between 
Kwangtung and Kwangsi. Chen Chi-tang had yielded 
gainst his better judgment in sending his generals on their * 
entic moment when Kwangsi 

u^u’Ik r struggled to dimb bi^k 

straddled successfijlly for five 
; ^ not have occurred to 

h m to stand by his Kwangsi assodates simply by reason of 



km-^bk ■ - >■ 

fii|M|l^ ttne. ttie two **Kwat)gs** most «uiJt oc ««rim 
iogelbet: to^yKwaogsitmnbiMiniscdaticttwid^Ch&i^ 
Kdnsihii^ i& oontfiol of Kwaagtung. Fot «£iet bis initial 
a ttempt to ezfdoit Gantcm's financial predicament in an 
endeavour to force Chen Chi-tang to desert Kwangsi, 
Qiiaag Kai-^bek—^perceiving the weaknesses exposed in 
CSien Chi-tang's control over his own forces—changed his 
tacdcs and concentrated upon breaking down the resistance 
of Kwangtong. By direct bribery—^thc sums expended 
totalling many millions of dollars—he set to work to buy 
over the Kwangtung generals. He was amazingly success¬ 
ful. The key man. General Yu Han-mon, commander of 
Qicn Qii-tang’s First Army, went over. Others followed 
him like rats leaving a sinking ship. Chiang Kai-shek over¬ 
threw Chen Chi-tang without moving a single company of 
his own troops into Kwangtung: in China, civil wars ate 
often waged with " silver bullets ”—a humane and time- 
honoured tradition. Yu Han-mon occupied Canton with 
a Cantonese army in the name of Nanking : Chen Chi-tang 
fled to Hongkong on a British gunboat: Li Tsung-jen 
and Pai Chung-hsi, outmanoeuvred and outmatched, sued 
anxiously for terms. 

In reviewing the completeness of Chiang Kai-shek's 
success, it is as well, for the sake of historical perspective, 
to record the considerations that led him to eschew the 
direct method of sending his own troops across the Kwei¬ 
chow border into Kwangsi—considerations that may still 
restrain him from pressing his advantage to its final and 
logical conclusion. Despite his superiority in men and 
resources over the combined southern provinces, it was 
dear that he would hesitate long and carefully before com¬ 
mitting himself to a serious campaign in south China. 
Protracted fighting in the south would have been the signal 
for a political landslide in the north. A single reverse 
would have jeopardised his tenuous authority in North 
China and might well have predpitated the establishment 
of the “ five province autonomy ” project that was 
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umuc c cM fu Uy attempted last year.* MofeovetdKa^>eoses 
of a can^nugo—even of a prolonged concentration of 
central govenunent troops in the south—would have 
tfi^KJaed a severe strain upon Nanking’s financial resources, 
already weakened by the payments to turncoat supporters 
Chen Qii-tang. There might be repercussions in 
provinces from which troops had been withdrawn ; even in 
June, after the concentration in Hunan, there were renewed 
bandit activities in northern Fukien, movements of com¬ 
munists in the north-west, ominous rumblings from 
Sawhuan. 


Added to this, there would always be the problem of the 
southern armies—how to control them and how to dispose 
of generals of doubtful loyalty. Cantonese troops will not 
submit to generals from other provinces : in spite of his 
success, Chiang Kai-shek could not seek to impose out¬ 
siders upon Ku'angtung. Hewilluse YuHan-mon; but 
he wjII endeavour, in tightening Nanking’s financial and 
economic control over the south, to make it impossible for 
Yu Han-mon to become a second Chen Chi-tang. Gradu¬ 
ally and patiently he will dispose of (he Kwangmng armies ; 
he will take steps to prevent the creation again of an 
independent mihtaty establishment in the south. While 
extending his administrative control over Canton he will not 
fill t»»t. from Nankins : will anil be a fair measure of 

re “I”™'” '»':o‘Uve and political 

other sources of national revenue there will be lan/er 
remittances to Nanking. 

Meanwhile, to the merchants and bankers of Canton 

tSme hi/ Jl Chen Chi-tane’s 

become increasingly unpopular : he has Zcl 
T-Rotfwn W. No. .oa. March .,,6. p. ,,, 
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boge petsonal fbmme out of Kwangtcmg. Regatdiag the 
gxowth C3f Chiang Kai-shek’s power, a change of attitude is 
discetnable to-day among thinking Chinese. The direct 
exercise of administrative authority is foreign to Chinese 
character and tradition. But the reality of Chiang Kai- 
shek’s dictatorship is coming to be accepted. The events 
of the summer have shown that the margin between order 
and chaos is narrow, and that, by creating a paramount 
military force, the Nanking generalissimo can give China 
what perhaps no other man could give her—a breathing 
space. The Canton deb&cle marks an immense advance in 
his position; to-day he is stronger than he has ever been. 
The gain in south China compensates him for the loss of 
prestige, authority and revenue in the north. 

How will he use his new position ? It is by no means 
unlikely that instead of trying to re-establish Nanking’s 
authority in North China he may now feel more disposed to 
make a working arrangement with Japan. He will no 
longer be assailed by the south; he will feel freer to nego¬ 
tiate. He knows that, in spite of their present restraint, 
the Japanese will one day force the issue in North China, 
and that, if he can establish some measure of collaboration 
in that area, he will be better able to pursue his cherished 
policy elsewhere. This policy, in its simplest terms, may 
be defined under the heads “ unification ” and “ recon¬ 
struction ”, words with a wide popular appeal in China 
to-day. 


III. Japan in China 

T he Canton expedition was launched on the pretext 
of an attack upon Japan. But some believed that 
Japan was behind the movement and that under cover of it 
there would be extensive changes in North China. It is 
hard to discover the truth behind this complicated situation. 
It is clear that the sale of munitions on credit to Kwangsi 
5 A 699 
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was not a puxdf commezdal o]>ciatkm: it is ioiawm 
moreover, that the experts detailed from the JapaacK 
atujr fot this purpose incited the Kwangsi leaders in their 
tattrol and fear ^ Quang Kai-shek. The strengthening' 
of Kwangsi against Nanking was almost certainly part 
the general pUn of the Japanese army, which—^in close 
collaboration with the Foreign Office—is to-day the 
dominant directive force in shaping Japan’s policy in 
China. Kwangsi could be used for putting pressure upon 
Chiang Kai-shek or as the nucleus of a political upheaval 
from which Japan might profit. 

But in influencing forces and tendencies within China 
Japan cannot foretell or precisely control the exact course 
of cs’cnts. Tiic timing and actual form of the Canton 


crisis were not the direct outcome of Japanese intervention; 
the situation arose out of conditions already existing—to 
be exploited by Japan to the extent that opportunity and 
circumstances wtruld permit. Probably, in deciding to 
aa, Kwangsi had some grounds for coun ting upon 
Japanese assistance—the continued supply of arms and a 
diversion in North China to paralyse Nanking. But when 
the moment came the Japanese decided to wait upon 
cA-ems. By offering to withhold assistance from the south 
and to guarantee stability in the north, they might be able 
to purchase C.liiang Kai-shek’s co-operation in rounding off 
certain aspects of their policy in North China. 

I’" ‘he Kwangsi leaders as 

cjnical collalxirators uith Japan: they arc by no means 
pro-Japanese m the same sense as many of the 
'uN.rd,nates on whom Chiang Kai-shek relics. But their 
atrui of C hiang Kai-shck is fknatical. This is true 
cs^ially of Pai Chung-hst-the real force in 

Chief of Staff in 

Ihcm .1.0, .hci, ^ 

“ ^ who boZt’ 



vr- : ^> -r - y. - 
'.■!■: • -r-, :.';iAWJ m cmim.-- .-,, 

. wiadov tlmwtng vna teeojfggmd 

Ilf «s ioeviuble, pedupv sUghtfy cnA^rmsaing, bst 
not maaom. The demonstxttkxaii were aitifidalt the 
peDOnstoo of one biadxed thounod peo{4e ” in Canton 
fl «a B« t» d a bate six thousand^ ooany of whom—humble 
cooUes —were paid for thcit sendees. Later, when dtete 
were signs that—failing in their initial plans—the southern 
leaders might feel impelled to fortify their and-Japanese 
platform (there was talk of a revival of the boycott) Japan's 
official protests became less formal. It was pointed out 
that incidents would not be tolerated. At Swatow— 
the seaport of Kwangtung and, after Canton, the chief 
commercial centre of the province—there was not the 
slightest overt indication of anti-Japonism. To the local 
authorities at all coastal and river ports Japan has made 
it clear that unfriendliness " will be rewarded by direct 
action in the shape of armed landing paities or bombard¬ 
ment from warships. To-day the navy plays an effeedve 
and important r6le in the application of Japanese policy 
in China. 

Recent events throw light upon two important aspects 
of the present political situadon in the Far East—^first, 
the part that Japan plays in Chinese internal politics, and 
second, the success of Japan's policy in suppressing and- 
Japanese aedvities by the threat or employment of force, 
locally applied. 

There is much talk of “ armed resistance ” to Japan— 
although the form and direction which this resistance is 
to take are seldom specified. Such talk fills the speaker 
with a glow of self-sadsfaction and it impresses visitors 
from abroad who glibly repeat what they have heard and 
on the strength of it arc rash enough to prophesy that the 
time is near when “ China will fight Japan ”. Chiang 
Kai-shde, an astute realist, knows well enough wbar that 
would mean—an immediate blockade of the river and 
coastal ports of China, the disiategradon of the Nanking 
govessmeot and its severance from the source of revenue 
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(Shanghai) on vhkh its continiied existence dqxnds. 
A most intciesting feature of recent events is that the 
antirjapancse slogan* used for their own purposes by the 
aonthem leaders, has met with so little response throughout 
Osina. Public feeling against civil war is the dominating 
undertone, and this Chiang Kai-shek has exploited to the 


It is important to remember that the Japanese are 
deeply prctKcupied with their problems in North China. 
These problems arc intimately concerned with Russia. 
In fact to-day Japanese policy in North China and Japanese 
policy vis-i-vis Russia are one and indivisible. Japan’s 
long-term objective in North China is strategic and 
economic control—economic control as part of the general 
policy for clfjscr economic interdependence between China, 
Manchukuo and Japan: strategic control, on account of 
the fear of a Russo-Japanese war which lurks in the 
military mind. 


At the present time the Japanese are engaged upon a 
most delicate stage in the application of their policy: 
they arc endeavouring to establish a strategic frontier 
running east and west between the areas defined as Inner 
and Outer Mongolia-for the dual purpose of protecting 
thetr activities in China from outside interference and of 
completing their strategic defences against Russia. Early 
this year the polmcal aspect of this process was reflected 

Union-ful o«xd closely by Inner Mongolia’s declaration 
of mJ^dcncc under .he guidance of Japanese advisers 
If Japan succeeds in peacefully concluding this phase 
lum of Manchukuo will be 

have been 

wmkened : the threat of war with Russia will be appreci 
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«o fine ft much n»>ie fotmidable militaiy rival than tiw 
Russia of five years ago. Hiis factor is of vital ioft- 
portance in considering Japanese policy in China—it 
expkins urhy at the present time Japan is not prepared 
to indul^ in large-scale military operations within the 
Great Wall. This is a fundamental element in the present 
situation. 

Despite superficial signs to the contrary, Japan is moving 
in China with extreme caution. The indirect method of 
control, through internal Chinese political forces, has its 
limitations. Sung Cheh-yuan, Japan’s nominee in Peiping, 
knowing that he is in no immediate danger from direct 
military pressure, is by no means consistently responsive 
to Japanese demands. Uncertain of the permanence of 
Japanese support, he is amenable to the influence of 
eWang Kai-shek, This is the measure of Chiang Kai- 
shek’s control in North China. But if Nanking became 
seriously involved in the south, the delicate equilibrium 
would be upset and the northern provinces might seek a 
new alignment. 

In order to gain their ends in North China the Japanese 
must exert pressure upon Nanking: there are certain 
concessions that the northerners will not grant without 
Chiang Kai-shek’s authorisation. Owing to Nanking’s 
strength Japan has not been able to turn the Canton crisis 
to practical account. The progress of Japanese policy 
in North China is stiU slow and difficult. Japan’s demands 
centre on freedom to move and station troops, to build 
railways in co-ordination with the strategic network in 
Manchukuo, and to control the development of North 
China’s economic resources. 

The smuggling situation arose out of the peculiar 
frontier relations between North China and Manchukuo; 
but it was exploited by the Japanese army as part of their 
general policy of weakening Nanking’s resistance to pres¬ 
sure for political concessions and in order to retain finds 
in North China for the support of the “independent” 
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East Hopd r^ime (an exteastve stx^ of ioxitQtff 
tlie Gseat Wj^), which is in procen of bdt^ cb»4f 
affiliued with Maochukuo. It may also be used as a lever 
in negotiating for a reduction in general Chkiese liaiiff. 
Tariff discrimination favouring Japanese prodiicte is a 
peoUem the Powers may have to &cc. It U hard to 
foresee any mitigation of the smuggling problem; for it 
is tacplottod by Chinese vested interests which now are 
ffnnly entrenched. But Japan is not necessarily aiming 
at a separate customs administration for North China. 
Japan’s designs upon this area arc not territorial: these is 
at present no intention whatever of extending to North 
China the direct centralised control exercised in Man- 
chukuo—this would involve an expendittire of man¬ 
power and resources that Japan is not prepared to 
contemplate. 


Japan’s aim is to guide the development of China's 
economy as a controlled source of raw marerialR jtnd a 
riod market for Japanese goods. In the long view, perhaps, 
it wt>uld pay Japan licst to co-operate with the West in 
fwilitating the importation of capital so as to enable the 

CtiiiKsc to develop their economy in their own way_as 

a market for imported goods in which Japan would 
inevitably take pride of place. But the Japanese arc 
determined to pursue the course that they have set them¬ 
selves and their economic theories arc subordinated to 
considerations of strategic necessity, national security 
expans,(,n and prestige on the Asiatic mainlaad. 
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L Conservatism Takes Third Peace 
^ ^ midst < 3 i a clearer aiul more rational 
W contest for the presidency than anyone would have 
felt possibfe nine months ago. At that time Mr. Hoover 
ail the representatives of the Right wing of the Repub¬ 
lican party, joined by outraged conservatives from the 
Democratic party, were declaring that the campaign issue 
was liberty. They sincerely believed and loudly pto- 
daimed that the New Deal was bringing a “ European 
form of government to the United States, whkh they 
indiscriminately described as socialism, fascism, and/or 
communism. The American Liberty League was formed, 
suj^rted by great wealth and oonservatbtn, and began a 
campaign that resembled very closely the desperate efforts 
of conservatives in England to avert the social reforms of 
Messrs. Lloyd George and Asquith in the historic years of 
1909-11. The interim leadership of the Republican party 
into step, issuing from Washington vast floods of 
printed argument declaring that America was in dire and 
immediate peril, ami attacking the Roosevelt Administta- 
don with every sort of intemperate claim. A political 
campaign based upon this apoplectic viewpoint was bound 
to be as uooonvincing to the great masses of Americans as 
it was fundamentally unsound. It played directly into the 
astute hands of Ftesideat Roosevelt, who himself began to 
a{^Mal to chtts feeling on the other side of the icace —a 
much more populous side of the fence, of course. 

The cmcrgcxice and leadcrshqi of Governor TmAw 
have changed this type of campaign iobo a catiooai 
dam upon the New Deal’s methods rather than upon its 
objectives. Governor London was not nominated, nor 
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teaily pAidcolady approved, by the dd leaders of his 
patty. He was nominated by the “ grass-roots ” leaders, 
who were in close touch with the people. This Kaims 
Governor, they found, had a strong appeal to the rank and 
file. He wss, to begin with, a very simple and unassuming 
mao. His type was to be found in every community, and 
was liked in every community. He represented level¬ 
headed, reasonable, middle-class America just as accur¬ 
ately as Mr. Stanley Baldwin has seemed at times to repre¬ 
sent the typical Briton. Moreover, Governor Landon had 
balanced the Kansas budget. It did not matter to people 
that he was forced to balance it by state laws which limited 
borrowing, and that Kansas had placated its people by 
means of generous federal grants. Landon had balanced 
the budget, and everybody liked that: even the people 
who were benefiting directly from the unbalanced federal 
budget. 


The grass-roots spokesmen, sensing the Landon strength 
among the people, bote the message to the higher political 
leaders—the national committee-men, and party officials. 
'Ihc Republican party has a national chairman, and a 
committee-man and -woman from each of the 48 states. 
Among these arc to be found the leaders of the “Old 
Guard ”. Some of them arc the people who used to gather 
in ‘ smokc-lillcd rooms ” at the quadrennial political con- 
venttons, and about two-thirty in the morning decide 
upon a polmc^ candidate. Warren Harding is the classic ' 
3jr. "> '■"known candidate by such 

. Bu, behind these national committee members 
^ate eom.mt.ee.men and county committee-men. 
^ mdmdual, come to the national convention too; 
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laodcm vas ahead, but still with the feeling that somebody 
cbe could be diosen. A “ Stop Landon ” tnovement 
existed among these Old Guardsmen. They did not like 
Inm because he was too little experienced and too pro¬ 
gressive. They had two or three men of their own. 
Senator Arthur H. Vandenberg of Michigan, an attractive 
member of the upper House, an able campaigner and 
thinker, was the principal candidate. Others were in 
the field. Colonel Frank Knox, a Chicago newspaper 
publisher, had the most diligent organization and some 
pledged supporters. Senator William E. Borah had a few 
votes pledged to him, but was in the field almost solely 
in order to bring pressure to bear on the ultimate candidate 
and platform to support his anti-monopoly, anti-gold- 
standard, and isolationist views. 

Had these “ Stop Landon ” individuals been able to 
agree on a single champion, they might have been able to 
check the Kansas Governor’s candidacy. But they soon 
found that their own supporters among the rank and file 
delegates were being attracted by Governor Landon. 
Several county and state committee-men told their mighty 
bosses that they would not be delivered like so many 
sausages, that while they were prepared to give their votes 
to the candidate to whom they were pledged on the first 
ballot, they were going to vote for Governor Landon 
sooner or later. The Old Guardsmen were helpless in 
the face of this revolt. The individual candidates were 
last to accept the bad news, but they did so after three 
days, and Governor Landon was nominated by acclama¬ 
tion, almost the most striking and overwhelming victory of 
a first-tun candidate in American history. 

Why ? Partly because the opposition was weak, and 
the single element of Landon’s budget record had caught 
the popular imagination. But more fundamentally because 
the country had revolted against the thesis that everything 
was wrong in the Roosevelt Administration, and that the 
hands of the clock should be set back. The cotintry very 
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Antm. nnit -araat tn set the dodc back, lit iRUttl 
to go ahead, but it wants to be sure that it is 
pcDgtess. Governor Laadon’s appeal is based primatUy 
on the argumeot that he will take up the New laws, 
a«d, as a sane, level-headed man, amend them into pcao- 
Ucality and administer th«n calmly and successfully. 

It is the old story, very familiar in Great Britain, of an 
essentially cooscrvadve Administration coming along to 
take up the laws the liberals have passed and put tlKm into 
effect more efficiently than the liberals were likely to have 
done. Governor Landon himself may not be a con¬ 
servative. He calls himself a “ practical progressive 
He is weak on initiating new laws, however, and strong 
on making progress by compromise and co-operation. 
He himself has not advocated the repeal of a single New 
Deal law. The Republican platform, the writing of which 
Governor Landon’s lieutenants at Qeveland were unable 
altogether to control, does call for the repeal of one of 
the best of the New Deal’s laws, the authority to negotiate 
and put into effect reciprocal trade agreements. How 
Governor Landon will treat that situation if he is elected 
has not been revealed. He can still lower or increase 
tariffs JO per cent., under the flexible tariff provisions of 
tlic last tariff law, which will give some opportunity for 
negotiation. He has also indicated his intention of amend¬ 
ing the social security law into workability, an objective 
iKanily applauded by the social insurance experts. Doubt¬ 
less some of the monetary legislation would be repealed. 
And there arc, of course, countless administrative details 
that Governor Landon would change. But the funda¬ 
mental recovery and reform objectives of the New Deal 
would remain precisely the same as they have been in the 
past three years. 

In a wi>rd, the 1936 can^gn—which a few months 
ago was between the New I>ealets and the Denouncers— 
IS now between the New Dealers and the Improvers. 
This fundamental change has brought the RepubUcan party 



ffcdcuy. Wfaema be£E»» WMsiw 
ilMi 4s€.G «Wffmor tmoAm crtsj indkatkm iros Sot the 
to-tk e t hm of Pcesideot Koosevek bf a fut vaatf^ the 
potti «od wta.w votes siooe the ooaaicadoa diov Goveiaox 
huidoa Unuelf sbghtlf ahead. The mar^n is not neatly 
so Jn^octant at this stage as the tceod, whidi has been 
distinctly away &om the flaming cty fot economic cevdu- 
tkm enunciated by President Hoosevelt at the Democratic 
Convention in Philadelphia, and toward Governor Landon’s 
middle-of-cfae'toad pmctical progressivism. 


11. Four Miujon Mugwuups 

T he best indication of this trend towards Landon came 
from President Roosevelt's former closest adviser, still 
an occasional consultant, the redoubtable Professor Ray¬ 
mond Moley. Professor Moley wrote, the other day, in a 
discussion of the interesting “ ^l!up ” poll: 

The impoctant thing to note is the trend of public opinion. 
The Gallup poll shows a sharp nation-wide swing away from 
Roosevek. In only seven states has there been a gain in hb 
popularity. In the middle West, the real battl^rouod in this 
campaign, there has been a general subsidence in the pro- 
Rooscvclt sentiment. . . , Whether this startling indication of 
Laadon's strength will infioence the future stntegy of the 
Democrats remains to be seen. If they do not deceive them¬ 
selves, it wilL It seemed to thoi^tful people that the war-Uke 
note struck in Philadelphia, which could onh be interpreted as 
the assurance of a continuation of Leftist reform, was unsound 
poliricilly bosuue the county was temporarily tired of reform. 
The GaUim pc^ provides impartial evidence to support the 
wisdom ot that judgment. 

This Gallup pc^ is, like the Uterary Digest poll arid 
several similu smaller attempts, one of the most iatexestieg 
new devek^imeats in the mechanism of democracy. For 
abemt % year now, an organization called the American 
Zottkofie of Public Opinion has been mailing out ballots 
asking people’s opinion on every sort of subject, and also 
camnMsiog people from door to door, at restaurants and 
pidalic gatbeziG^ evetywheae that a fair cxoss^ection of 
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opiaicms might be Bought. linmediatclf ^er Governor 
TanAm vas oomioatcd, the Institute distributed ioj,o<» 
ballots^ carrfully ^read all over the United States and in 
every walk of life. Printed ballots arc not trusted to get 
an accurate impression from the voters in the lowest 
groups, for such people generally do not send in answers. 
Personal interviews, however, are believed to make up a 
correct picture. The Institute gets about 20 per cent, of 
its answers from the upper class, 60 per cent, from the 
middle class, and 20 per cent, from the lower class, believ¬ 
ing something like these proportions to correspond to 
actual voting expression in elections. 

Such a canvass can be uncannily accurate. The Uteraty 
Diffst poll is on a much greater scale—as many as 20,000,000 
ballots have Ikco mailed out in past presidential elections— 
but it is perhaps not so accurate a cross-section. Never¬ 
theless, the Digest has never yet failed to pick the winner 
in a presidential election, and it has been amazingly accurate 
in many lesser elections. In a country like the United 
litatcs, where electoral campaigns are long-drawn, such 
pt)lls not only arc vitally interesting to all involved, but 
may even have an influence on the outcome by suggesting 
that a certain candidate is bound to win. The Gallup poll 
is supported by scores of daily newspapers, which get 
exclusive rights to print its full results. Every month it 
gives a report on the presidential situation, and in the 
intervening weeks gives the result on various separate 
issues, such as minimum wage laws and so on. 

'Fhcrc arc many local polls, too. When conducted by 
experienced men, they can be highly accurate. Numerous 
farm publications poll the rural regions. Among the most 
interesting polls arc those taken by the bookmakers. A 
boe>kmakcr in Wall Street will be entering scores of 
thousands of dollars. He must set the odds. He has a 
great deal of money at stake. It is therefore very much 
worth his while to take sample drillings in available regions. 
The bookmaker docs not bother about the mails. He 

710 



VOfM MILUON MUGWUMPS 

sends half a dozen experienced canvassers to a typical city. 
Ttey will select one name in twenty, ot one in fifty, ftom 
the telephcme directories. After asking these individuak 
how they will vote—and the queries are usually skilfully 
and subtly put, perhaps in the name of some nationri 
institution or newspaper—the canvassers go into the 
poorest districts, where there are not many telephones, 
and take soundings too. If they are experienced men, 
such explorations for three or four days, at a total expendi¬ 
ture of a few hundred dollars, will give them a positive 
assurance of how a city will vote. Their employers can 
then set the odds, and turn a neat profit on their book of 
" bets ”. 

The political parties also take polls of their own. The 
Democrats have one interesting expert. He is Mr. Emil 
Hurja, an American of Finnish extraction who has statistical 
training and broad, worldly political experience. The 
dapper, pudgy Emil—he is on intimate terms with the 
newspapermen—has maps and charts and statistical tables 
that rival those of the mariner sailing through reef-filled, 
seas. He is a realist, and does not yield to wishful thinking. 
His very real importance is to tell the Democratic leaders 
in precisely what areas—even what counties and cities— 
they must concentrate their efforts to turn the tide. He 
has every one of the 48 states subdivided and organized, 
and is well aware how small a margin of votes can swing 
a big region. This sort of thing, of course, has been 
done by old-fashioned rule of thumb experts in the United 
States and in Great Britain for a long time. But Mr. 
Hurja has brought the slide rule and the logarithmic table 
into politics, apparently with complete scientific accuracy. 
He could not buck a landslide, but his advice on where to 
plug the dyke might well keep out a flood. 

When the Gallup poll, on July 12, showed that Governor 
Landon had forged slightly ahead of President Roosevelt, 
it created a political sensation. Examination of the figures, 
however, showed that the Landon lead was only by a 
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oo&{K}int margin in several states—)i to for iostiujcc, 
in numerous big areas^so it was important onlj becaiue 
of the tiend it revealed. It is true, however, that Goverm^f 
Landon has made a great appeal to the voters. This is 
based, as we liave seen, upon his moderate and S)nnpathetic 
approach to national problems. Elections in the United 
^ates arc generally determined neither by the orthodox 
Republicans nor by the orthodox Democrats. There arc 
about 15 million in each group. The decisive induence 
comes from abriut j 3 million other people who are mote or 
less independent. Ten million of them were on the 
i>m<x;rafk side in 1952. Three million leaned to Mr. 

I loover even then. The job for the Republicans this year 
is to charm four million of these Mugwumps * away from 
the New Deal, Where will they be found ? Not among 
the ortli(»dox, stand-pat voters who were Republican 
before. Not among the orthodox Democrats. Some, 
indeed, ot the ctjnscrvaiivc Democrats are turning to 
Governor I.andon, but they may well be balanced by 
working-class or trades-union Republicans who are with 
President RwscvcJt. 

No, Governor ].andon .sensed that the decisive four 
milliijn voters this year will be found among middle-of- 
the-road folk, people who are moderate and tolerant about 
their politics, who have liked much in the New Deal but 
arc not so sure now. The precise conditions for Re- 
publiGin victory were described last winter by a man who' 
is now chief “ brains-trusicr ” to Governor Landon. He 
IS Charles R Taft, a big. amiable, youthful son of the late 
President William Howard Taft. Mr. Taft wrote in 
mid-winter; m 

The first conditi<)n of a Republican victorv » <■ _ 

Such . ..ui „„ drive the 
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p«Qf)fe md tiw tnoB they iMtfr dw yi w i tfatt t 
wr mtc to thooac )u» oppoocaat. U the bitter* 
; eaid m a mA ctore e ple^tm ficom the misoel' 
Mstt of pt^itiad hxmbet gbi^ togedwr by die 
;»dte BjqpoUkam exe beaten oefote mey begin. 

_d ooodiooa for Republican socceM is of couxae a 

—one who can intetpet the pogxam with intciligenoe 
and the common touch, wm\ good hvimot but with deq> 
coitvItAion. 



Itose two conditions ate now the text of the London 
campoiga. The bitter-enders did not win out, the candidate 
has the common touch. If anything can win for the 
Republicans this year, this combination will do so. But 
it is by no means sure that President Roosevelt’s cam¬ 
paigning genius, his political resourcefulness, and the 
enormous federal and local machines he has in his control, 
will not turn back the Landon challenge. For President 
Roosevelt has a big electoral advantage to start with. He 
has the unswerving Democratic support of the Solid 
South. A few figures may be interesting ; they have the 
advantage, at least, of stark political realism. Here is how 
President Roosevelt can be re-elected. (It needs to be 
explained that each state has a fixed number of votes in 
the fictional Electoral College, totalling 551, and that the 
election goes by majorities in the Electoral College, not 
by total popular vote.) 

(1) President Roosevelt is certain, at the outset, of ten states 
of the Solid South, totalling 115 votes. 

(2) He is more than likely to carry four “ border ” states, 
Kentucky, Missouri, Oklahoma, and Tennessee, totalling 48 
votes. 



raise the Roosevelt total to lo;. 

(4) To win die election, he would then only have to carry 
Iww York and lUinois, which have 76 votes between them. 
President Roosevek would have 271 votes, or five over the 
needed a66. 


Governor London’s problem is to carry not only the |o 
other states in the Union, but also one at least of the big 
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«totes U»ted above. He will ceitainly not cany all of 
iheae jo states, althtwgh his chances look good in about 
loofthem, with a total of 146 votes. The remaining st^es 
are real fighting ground. So, boiled down, the election 
is virtually certain to go to the candidate who carries two 
of the three states of Illinois, New York, and Pennsylvania, 
with 92 votes among them. Those are the bare, mathe- 
imtical facts of the campaign. In each of these three 
states, there is a powerful political machine in the hands of 
the I)cmocrats. In New York it is Tammany Hall, in 
Pennsylvania the state-wide machine of Senator “ Joe ” 
Guffey, coupled with the militant nuss of organiacd labor, 
and in Illinois the Chicago machine of Bosses Nash and 
Kelly. For Governor Landon to carry two of these states 
will Ik a herculean task, but it is precisely the job ahead 
of him. Too few people realize the mathematics of the 
election, which starts out with 115 votes for the Democrats. 
In the three pivotal states the urban industrial masses arc 
Ixlicvcd to favor President Roosevelt strongly. The farm 
groups in these states arc more or less back to their normal 
Republicanism. Combining the rural vote with the upper 
and middle-class conservatives in the cities, the Landon 
total might equal the city vote for Roosevelt. Therefore 
the decisive ballots would be cast by the moderates, in 
town and country alike. Hence landon. 


Ill. “Alf” 

A nd what about Governor Landon ? The United 
States has only just been making his acquaintance. 
He has Ixcn in public life only four years, and for just one 
year has been seriously ctmsidcrcd as a presidential candidate. 
His rise has been regularly chronicled in these letters 
beginning with the time when some of his friends un- 
^didatc vice-presidential 

Governor Landon wears very well. He is a very 



Arj» 


pieasii^ mao, of unassuming and modest aiq>toadi, 
intensdy iatttested in his visitors and apt at wrt-wrting 
meaty formation from them. He is of mixed English 
and Scotch descent, with a broad streak of Pennsylvania 
“ Dutdi ” thrown in—^which means German. The 
Pennsylvania “Dutch” arc among the most beloved of 
all racial groups in the United States. They have pre¬ 
served their character for a century and a half. They arc 
thrifty, sometimes stubborn, but warm and fun-loving. 
So is Governor Landon. He combines the virtues of 
his birthplace in western Pennsylvania with the expansive 
progressivism of the prairies. After living into his late 
’teens in Pennsylvania and Ohio, inthe heart of old American 
traditions, he moved to the rip-roaring oil frontier of 
southern Kansas—the mid-continent field. Here his sturdy 
father, who is still a leader in the community, went into 
the oil business, and Alf—the presidential nominee signs 
all state papers “ Alf ”—^went to the excellent state uni¬ 
versity, took a law degree, worked for a few years in a bank, 
where he learned something of business practices and, 
financing methods in the practical world. Then he went 
into the oil business for himself, as an independent. He 
has often had to resist the great oil companies, which control 
the pipe-lines, and has done so as Governor of Kansas 
when they sought to “rig” the market. But he was 
never strong enough—^nor were his fellow independents— 
to tackle the big oil companies in a frontal fight. Always 
they had to get their way by negotiation and compromise, 
by bringing the government occasionally on their side, 
or getting “ the goods ” on the big companies. 

This experience has deeply conditioned Governor 
London’s character, and has given him a technique of 
getting along with people and the interests. It is a technique 
of negotiation and compromise. His favorite phrase is: 
“ Keep your big stick behind the door.” He wants 
people to know that a big stick is there, but he docs not 
believe in laying on with it. Such a technique seems to 
3 ® 7 *J 
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h»ve much to commend it nariooally at this 
time. The Roosevelt Administmtion has enacted 
Mfitiktofy legislation. It has had diflRculty m applying 
itTlargcly because of the tense hostiHty that has grown 
up between the New Deal and business. This same 
hostility, accompanied by feat and uncertainty, has un¬ 
deniably held back business exp^sion. At the same tune, 
need for plant renewal, renovation, or expansion has been 
mounting in the United States. It would seem more 
than likely that if Governor Landon were elected business 
would enter up<m a hold period of expansion, and that at 
the same time the Republican President would be able 
to administer with tact and success the many New Deal 
reforms that are approved in principle but resisted in 
practice. 

There is another side to such an expansion. It might 
give rise to the very credit inflation that has hung menac¬ 
ingly over the American economic structure for four 
years. The financial structure of the United States is 
admittedly in very unhealthy shape. The enormous bank 
reserves, (he accumulated stores of gold and silver, have 
been Ijackcd up behind the dam of fear and uncertainty 
since 1932. If the dam breaks under the glorious victory 
(to conservatives) of President Roosevelt’s defeat, will 
it not l)c as difficult to check the effects of a disastrous 
inflation of values as if it had come through printing- 
press inflation? The Federal Resertx Board has some 
new measures of control, and would certainly try to 
exercise them. But the pirturc is not encouraging. 
Ortainly there would be sound basis for much expansion. 
Most authorities feel that two great and somewhat inter¬ 
related expansive developments are in store for the United 
States : housing and air-conditioning. It is well known 
that .\n«tican housing has not made the strides marked, 
for instance, in Great Britain. The whole structure of 
American mass-production industry is itching to get its 
fingers on housing. For two or three years the General 
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Bleoatk Gottfoa^ «nd Geaeai Hotott* llie ttupaflo^ 
«Ad tflinbSed Jsidet* iti mass pzodoctkmy had pte^ 
fiihxicated houses on hand urhich seem to be petfei^j 
peteticahk, Imauious and complete. They can be boife 
in the madiitie shops fot» say, $7,000 fox an eight ox nine 
room house. Put into tnass-pxoduccion, with a natitmal 
maxket, they would probably cost fxom $800 to $1,000. 
Once the housing ball starts tolling, the consequences 
may be incalculable. Many, probably most, American 
houses are cheap structures of wood. What is envisaged 
would be to present-day housing what the V-8 Ford is 
to horse-and-buggy transportation. With an era of ex¬ 
pansion, such a development might not be so fantastic 
as it sounds. 

Along with housing would go air-conditioning. To 
those living in the equable temperatures of much of the 
British Empire, this business of air-conditioning may 
sound far-fetched. But Governor Landon (and the re¬ 
porters who are watching him at Topeka, J^sas) have 
spent the past aj days in temperatures of over 100 degrees 
Fahrenheit, every single day. Night before last, after a 
day of 114 degrees heat, the official reading stayed at 
100 degrees until midnight. The night wind was saharan. 
Similar conditions have prevailed for a month or six weeks, 
and arc likely to persist, perhaps with interruptions, for 
another month, over half to two-thirds of the United 
States. People go into their cellars to sleep, or out in 
the fields and parks. In city tenements conditions are of 
course horrible. Many people sleep under a wet sheet, 
with an electric fan playing upon them. It is all fantastic 
and unreal. Yet it is life in much of the United States, 
these last few summers. 

The railroad trains ate mostly air-conditioned, and travel 
on them is a pleasure that people seek out. Restaurants 
and cinemas are also cooled artificially, and people spend 
long hours lounging therein—even sleeping in them 
until they are turned out. Some department stores are 
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axrfed, some office buildings, and a few hotels. But the 
work of air-conditioning is just beginning. Installation 
of such equipment in most of the places where hunun 
beings gather in the United States during the summer 
months is coming, and the demands upon heavy dumble- 
goods industry ate bound to be substantial and reviving. 
The only difficulty is when one emerges from a cooled 
building into the open air. The blasts from pavement 
and canyon-walls arc nearly unbearable. Nobody has as 
yet been able to air-condition the outdoors. Nor have 
motor cars yet been air-cooled except by amateurs, who 
i pafall dry or natural ice in them, and play electric fans 
across the ice. But it is a simple engineering matter to 
insulate the car body both from the engines and as much 
as possible from the sun, and to install cooling equipment 
inside. ;\lrcady American cars have elaborate heating 
equipment, almost standard on every car, so that winter 
travellers can duplicate the high temperatures of their 
homes, and most cars have radios. Air-conditioning may 
well be the next fillip given the important American motor 
industry. 


IV. Demagogues on the Left 

P erhaps it is the fault of the hot summer. Anyway, 
the current crop of demagogues is particularly pesti¬ 
ferous. In mid-July, at Cleveland, was held the most 
emotional and frantic political convention in American 
history. It was the second Townsend National Con¬ 
vention. The venerable Iowa physician, who first spread 
the idea of $aoo a month old-age pensions to everybody, 
was only one of the messiahs in attendance, although he 
was certainly the chief. The j.ooo delegates—more than 
went to both Republican and Democratic conventions— 
were mostly old folk and humble folk. They revered 
Dr. Townsend with a pathetic passion. Of the sincerity 
and simplicity of the gaunt leader, nobody has doubts 
He believes with aU the fiuth of the Christian martyrs that 



130 i£AGOGUES ON THE 

k wtMikl be posuNe to lay a ttansactioiial tax oo cvety 
basiness totoovet in the oouxitzya collect eooii^ taoaey 
to pay every person over 6 o years of age their $100 a 
sxKMith. and then get the money back by insisting that the 
total sum be spent within the month. But around Dr. 
Townsend there has gathered an unsavoury horde. First 
is an old-frshioned preacher, a hawk-nosed, bright-eyed 
evangelist of the American sawdust trail. He is young, 
magnetic, barrel-chested and lunged. The Rev. Gerald 
L. K. Smith was the late Senator Huey P. Long’s chief 
organixer. Now he has gone over to Townsendism. He 
is the closest adviser of Dr. Townsend, probably far more 
dominant than he ever was with the Long share-the- 
wealth movement. Brandishing a Bible, Preacher Smith 
uses all the devices of demagoguery to lash the Townsend- 
ites at their frequent meetings into hysteria. 

Then there was Father Coughlin, the Detroit radio 
priest. This burly clergyman, with his National Union 
for Social Justice, also joined forces with the Townsendites 
and the remnants of the Long movement in a unified front 
behind one Congressman William Lemke and the so- 
called “ Union Party ”, on whose ticket he is running for 
the presidency. Father Coughlin ranks with the most 
potent European orators—the Hitlers and Mussolinis and 
Goebbels. His resounding Roman voice is a superb 
organ, in magnificent control. It begins on the gentle 
notes, works up to full crescendo. At an appropriate 
climax, it is Father Coughlin’s dramatic pleasure to de¬ 
frock himself. While his mesmerized audience gasps 
spellbound. Father Coughlin steps back from the rostrum, 
teats off his black coat, pulls away his clerical collar, plucks 
out the collar stud fastening his neckband, faces the audience 
chunkily in black trousers and open shirt. Then he goes 
to work in earnest. 

The effect, of course, is frenzy. Such speakers as clerics 
Smith and Coughlin can stump ^e country with devastating 
effect. They hate President Roosevelt with bitter fury. 
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Fttbet Gyughlin vm oace an iatiaute of the Pnaddeefl;, 
and a pcnmfol inflaence in enacting the sUvec-fHixdase 
legialatioo. But because President Roosevdt has in dSeet 
stabilized the dollar, and become more modexate in im 
silver policy. Father Coughlin turns into hu hittenst 
enemy. It is impossible to tell what the exact cScct o£ 
this trio of furies will be on the outcome of the dectioa. 
They like Governor Landon no better than President 
Roosevdt, but many of their supporters—^particulazly the 
Townsendites—are old people of traditional Republican 
leanings. Their Union party, with its quasi-dtimmy 
candidate, Congressman Lemke, can get on the ballot in 
only a minority of states. But in some of these it may be 
able to shear away from President Roosevdt and drop 
into the wastepaper-basket just those votes that meant his 
margin over Governor I^mdon. 


In this demagogue-ridden electoral summer, it is just 
the fate of the United States to have a major labor crisis, 
perhaps the greatest in its history. The issue is industrial 
vtrjiu craft unionism. On one side arc the craft-unionists 
behind President William Green of the American Federa¬ 
tion of latbor—an andent and Tory-minded labor group. 
On the other side is John Llcwdlyn Lewis, another fiery 
Wdshiuan who has mobilized a Committee for Industrial 
Organization, and is proposing to organize the traditionally 
unorganized steel workers. There is therefore a two- 
sided battle going on. On one front it is between aggres¬ 
sive John Ixwis, who has ambitions to be President of 
the United States in 1940 on a Liberal-Farmer-Labof 
li^ct, and whose stepping stone would be the organization 
of great industrial unions. President Green of the A.F. 
of L, mists the movement because the aristocratic and 
touve ctmscrvativc leadership of his federation would 
be forced altogether out of the labor picture if industrial 
strength, particulatly in sted. 
the other front is the struggle between John Lewis 
and the iton-tnasters. Uwis has his own United Mine 
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Wodatfs to MKt with, ti» nchcst and inott powodGcd 
uokm ki ^ ooui^, and deven otibet indoatdal ankms. 
To tibem he wishes to add steel's half-million wotkets. 
Tte mon-mastets promise to %ht for the open shop and 
cotxq»ny unions. Simultaneously, another strong in¬ 
dustrial union, the United Electrical and Radio Workers 
of America, is combating the Radio Corporation America 
in a sanguinary strike at Camden, N.J. High-handed 
methods on both sides have caused public sirmpathy to 
waver. With business still on the upeunre, despite the 
summer and the expected lull during a presidential campaign, 
mote and more strikes ate to be expected. All round, 
it win be a hot time in the country until November third. 

But happily, as we saw at the beginning, the presidential 
contest is being fought along sane lines. That is not to 
deny that Governor Landon’s conservative allies ate still 
cllmoring about the peril to American institutions. But 
this, as Charies Taft (Governor Landon’s chief adviser) 
says, is “ poppycock . . . ‘ springes to catch woodcock.* '* 
The real keynote of the campaign was set by Grovemot 
London himself in his acceptance speech, when he said : 

Practical progressives have suifered the disheartening expe¬ 
rience of seeing many liberal objectives discredited during the 
past three years by careless thinking, unworkable laws and 
incompetent administration. The nation has not made the 
durable progress, either in reform or recovery, that wc had the 
tight to expect. 

On that question, the 4,000,000 mid-ground “ mug¬ 
wumps ” will probably decide the 1936 elections. 

United States of America, 

July 1956. 
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1. New Mediterranean Problems 

A SERIUS of circumstances, only loosely connected 
with each other, have forced the nations of the British 
Commonwealth to reconsider in a new and realistic light 
their strategic and political position in the Mediterranean 
region. I-rom September to July, the Anglo-Italian 
tension arising from the Abyssinian war made necessary a 
concentration of British naval force in the Mediterranean 
atvd the Red Sea. llic tension having now been relieved 
by the collapse of Abyssinia and the raising of sanctions, 
the greater part of the naval reinforcements have been with¬ 
drawn, but the strategic problems thus exposed have lost 
none of their importance by being rendered temporarily 
less urgent. Next, the negotiations for a treaty of alliance 
with Egypt have compelled us to decide our whole future 
attitude towards the defence of the Suez Canal route and 
our communications by land and air with East and South 
Africa. 'ITicn Turkey's request for restoration of the 
right to fortify the l>ardancllcs has brought us face to face 
with another set of questions—the possible combinations 
of national power in the eastern ^leditctranean, and the 
link between this regional power complex and the inter¬ 
national politics of eastern Europe, the Balkans and even 
the Far last. Finally, the disturbances in Spain have 
opened up the possibility of vital changes in the power 
complex in the western Mediterranean also. Meanwhile, the 
failure of economic sanctions in the test case of Abyssinia, 
by imposing upon the la^igue Powers a searching review of 
their position under the Covenant, has changed the general 
background against which all these questions must be seen. 
For the British Commonwealth, the Mediterranean fills 
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a dual t 61 c. It is at once a local upon wboae shaetesj 
lie a number of British colonies, protectorates abd mandated 
territories, and a link in the main sea route between the I 
United Kingdom and India, East Afnca, Australia and die! 
Far East. In common argument, the stress is generally* 
laid upon the latter function, partly because those sea 
communications are so important for the economic welfare 
of the Commonwealth, and play so large a part in deter¬ 
mining the attitude of its different members one to another, 
and partly because the British territorial footing in the 
Mediterranean is in a large measure subordinate to the need 
for defending the sea thoroughfare. Gibraltar, Malta and J 
Cyprus have been held under the British flag as strategic | 
Strong points, not for their economic importance nor on ' 
accotint of political and racial ties between their inhabitants 
and those of Great Britain. Historically, out peculiar 
position in Egypt derives very largely from our anxiejty not 
to rclinguish to an alien Power the command of the Suez 
Canal and its approaches; and it may be that our assumption 
of the mandate for Palestine and Transjordan, and of the 
protective guardianship of ‘Iraq, was partly inspired by 
the same motive. Nevertheless, it is well to bear in mind 
that once installed in the fortress colonies, or as mandatory 
Power in Palestine, Great Britain owes a duty to their 
inhabitants to defend them against external aggression as 
well as internal disruption; and that the new treaty of 
alliance with Egypt will impose upon us an obligation 
to protect her no less exacting, nor morally less binding, 
than the obligation to help in defending any part of the 
self-governing Commonwealth. 

Egypt is not merely the sovereign over the territory 
of the Suez Canal and geographically the mistress of its 
mouths; she forms an essential link in the air communica¬ 
tions between Great Britain and Africa, India, the Far 
East and the Pacific Dominions. The value of those air 
communications in commerce and finance, and in political 
and social contacts within the Commonwealth, is already 

7^3 



THE MIDDLE SEA 


gteat, and will doubtless advance still futtbet wlten ibe 
^ing-boat service and the three-halfpeony air mail ate 
inaugurated next year; but more important in this connec¬ 
tion (since the life-blood of the Empire would not be 
drained if we were forced to revert to pre-ait practice in 
conuncrdal and private affairs) is their growing strategic 
value. Ait power, however, cannot be considered by 
itself, but only in relation to military and naval power; 
for the availability and capacity of air forces in any region 
depend on the holding, manning and etjuipping of ground 
bases, which cannot be improvised in an emergency, and 
which must be sufficiently defended by sea and land. 


11. Two Schools of Strategt 

A / . 1 . this enforces the suggestion that it may be danger- 
r»us t(j lay too great an emphasis upon the Mediter¬ 
ranean as a commercial route. For that might lead us to 
one of two fallacious conclusions: either that a sacrificial 
defensive effort must lx made in order to keep open the 
Mc’ditcmnean for all through commerce in time of war 
as in time of peace, or, in the alternative, that out naval 
strongholds in the Mediterranean should be entirely 
relinquished, with a view to concentrating out defensive 
effort upon the longer ocean route round the Cape The 
current controversy between tlx two main views of our 
correct strategic policy in the Mediterranean is not to be 
concaved ,n those terms. On the one hand, the " Caoe 
school do not msist that the Mediterranean should Z 
a^doned altogether as a seat of British power, nor do they 
w ish our peace establishment in that area to be reduced to 

the Mcdireminean school " admit that in the event of a 
major W'ar in the Mediterranean, even if the Bririah rom 

&.»no 
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d Nn ei aed stnmd the Cspe. The Mediteoausetn ifr^ 
•oeottott £ot an important £cacd<m of the foodatofEi and 
am tnateriah imported into the United Kingdom, tiioc^ 
dda propofticm—approximately 9 pet cent.—4s amaljef 
than is generally imagined. The increased length of 
voyage ronnd the Cape—^varying between nearly 80 per cent, 
for Indian ports and 10 per cent, for Austrsdian ports— 
would pm tanto raise the cost of transport, and a sudden 
switch-over from the shorter to the longer voyage would for 
the time being curtail the normal volume of supplies. 
The most serious aspect of the diversion, however, would 
lie in the absorption of many additional ships in the Eastern, 
Far Eastern and Australian trades, if the normal flow of 
cargoes was to be maintained thereafter; for this would 
dangerously deplete our resources of mercantile tonnage, 
upon which in the last war we decisively relied. According 
to the latest Uoyd*s United Kingdom tonnage 

is now 1,709,000 tons less than it was in 1914, and our 
proportion of the world’s tonnage has fallen from 41*6 
per cent, to 26*8 per cent. Any further weakening of, 
this vital clement in our security would be a grave matter 
indeed. Nevertheless, to hope to keep even a moderately 
safe passage open for ordin^ traffic through a channel 
only a hundred miles wide, commanded by main naval 
and ait bases of a foreign Power, in the event of war with 
that Power is a mirage; and this is recognised by both 
schools of strategic thought. 

Their diflference lies rather in the conclusions to be 
drawn from that fact. The Cape school claim that since 
any attempt to keep open the Mediterranean route for 
ordinary commerce in the event of war in that area would 
be mere foolhardiness, our naval strategy for such a con¬ 
tingency should be to seal both ends of the Mediterranean, 
by means of forces based respectively on Gibraltar and on 
Aden and Kilindini, and to maintain pennanoitly in the 
Mediterranean itsdf only such small ships and submarines 
and garrisons as would suffice to harass a hostile Power and 
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pteveat the capture of our ait bases ot the invasion of ter> 
) titoty under our dag or protection. A battle fleet based 
( on Gibraltar, in their view, would effectively command 
\ the western Mediterranean, even if Malta were no longer 
!a British naval fortress. Malta, say the Cape school, 
though capable of becoming an almost impregnable air 
base through the construction of underground hangers, is 
a liability as a naval base because of the extreme vulner¬ 
ability of its docks and harbours, and the uncertain morale 
of a section of its inhabitants. They do not suggest that 
we should relinquish our air power in the Mediterranean 
zone, but on the contrary that we should concentrate on 
air defence and counter-attack from bases in Malta, Egypt, 
Palestine and elsewhere; in this sphere of defence, it is 
claimed, the Dominions could afford far swifter and more 
valuable assistance, if they too were engaged in the war, 
than they could if we sought an issue upon the sea in the 
Mediterranean. Meanwhile, according to the Cape school, 
we sh<5uld reserve for the defence of the Cape route the 
nten, ships and money released from the attempt to maintain 
indefensible main naval bases in the Mediterranean. In 
the event of a Mediterranean war, so they argue, it would 
be necessary not only to afford special protection to the 
commercial traflic that would be diverted round the Cape, 
but also to have intermediate bases for the naval forces 
themselves, between European and Middle Eastern waters. 

In reply to this thesis, the Mediterranean school offer two 
arguments. First, they assert that to abandon Malta as a 
naval base, to withdraw a large part of the Mediterranean 
fleet, and to ct it be known that our strategy in the event 
f uar uould be to avoid a major naval engagement in the 
Mediterranean, would be greatly to increase the chances 

a limit ‘r btllum " has at least 

i f knew that his battle 

ffeet would have a free run of the Mediterranean as far a! 

2 -'>« likely to stir 

up ^mublc, perhaps not with ourselves directly. Lt with 
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oiiiet coontxiet 'whom, in die long ran, we would be bound 
to asstst. It may be that Malta is highly voUwcalde, and 
tbat big ships in a confined aiea ate a dangerously exposed 
taiget tf they ate within bombing range of enemy tettitoxy 
(though the degree of truth in either of these contmtions 
is a matter for debate). But at the very worst, the Mediter¬ 
ranean school claim, our fleet in the Mediterranean could 
do enough damage to an enemy to cripple him long before 
we ourselves were crippled; hence our present forces act 
as a tremendous deterrent to breaches of peace in the 
Mediterranean, let alone attacks on our own territory there. 
The second argument of the Mediterranean school is that 
it would be impossible to maintain our air bases or land 
strongholds in the Mediterranean, or to defend the countries 
we are bound to defend, without a naval force capable of 
standing up to the enemy’s fleet. Only battleships, runs 
the argument, can in the last resort fight others of their kind. 
With air forces and land artillery you may harass an invading 
or a bombarding naval force, but you cannot ward it off. 
Hence, say the Mediterranean school, there is no middle 
course between holding the Mediterranean by sea and 
abandoning it altogether, by sea, land and air; and the latter 
course is unthinkable. We need not pretend to be able 
to keep the Mediterranean open for all through commercial 
traffic in time of war, but we ought nevertheless to increase 
rather than diminish the Mediterranean fleet, and to 
strengthen our naval bases in that sea, not only at Malta | 
but also at the eastern end, at Alexandria and H^a and on 1 
the island of Cyprus. 

The decision between these two schools must depend 
largely upon technical factors, some of which—^like the 
vulnerability of big ships from the air—arc themselves the 
subject of argument. It must also depend to a certain 
extent upon factors of international politics—the effect of 
our strategic policy upon the alignment of foreign Powers 
in relation to ourselves and to each other. These are not 
matters upon which a definite conclusion can be reached 
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within the scope of this article, or upon whidi, indeed^ 
the layman can safdy ptononnee judgment.. We piX 3 ^o§e» 
therefore, simply to describe some of the fects againit 
which the strategic argument must be seen and upmi 
which die decision of those responsible in the Governments 
and defence forces of the British Commonwealth must 
eventually be based. 

On the strength of the attention known to have be«i 
devoted recently to the bunkering and docking facilities 
of British ports in West, South and East Africa, and in the 
Indian Ocean, rumours were rife not long ago that the 
British Government had been convinced by what we have 
called the Cape school; and these rumours were rein¬ 
forced by too hasty deductions from Mr. Pirow*s recent 
visit to discuss with Whitehall the future of the Cape Town 
defences and other matters of common concern between 
the South African and United Kingdom Governments. 
The rumours were then arrested, and the controversy 
seemed have been ended in favour of the Mediterranean 
schfKiI, when the First Lord of the Admiralty (Sir Samuel 
Hoarc) declared in the House of Commons that Malta was 
to be retained as the principal British naval base in the 
Mediterranean. It has been reported, furthermore, that 
the fleet movements following the removal of sanctions 
against Italy have left the Mediterranean fleet appreciably 
stronger than it was before the reinforcements were sent 
last Scptcmlxrr, not counting any prospective increase that 
may foIUrw the raising of our total naval strength under 
the rearmament programme. 

Nev'crthclcss, the strategic controversy cannot yet be 
regarded as settled, since it is still being pursued, apparently, 
in the highest political and service quarters. Nor can it 
be eventually settled without consultation with the Domin¬ 
ions and India. It must not be forgotten that the defence 
resolutions of the 1925 Imperial Conference—which remain 
the theoretical foundation of Commonwealth defence- 
included among their guiding principles • 
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and diat in die application of those ptindples to die 
difiecent paits of die Commonwealdi the Confoze&ce took 
oc^ olfta/traUa^ 


the necessity for the mainte n a n c e of safe passage along the great 
route to the East through the Mediterranean and the Red Sea. 

Meditemnean defence is not, therefore, a purely national 
but an international matter in the British Commonwealth. 


nr. Bases and Shies 

A t the present time, the Empire possesses in the 
Mediterranean only two tegular naval bases, namely, 
Gibraltar, at the western extremity, and Malta, which is 
virtually equi-distant from the Adantic and the Suez Canal. 
For the past year Alexandria and Haifa in Palestine have 
been utilised as emergency bases, while the island of 
Cyprus has been provisionally earmarked as a future base, 
though the measures necessary for its development in that 
t 61 e have yet to be taken. As the distance from Gibraltar 
to the Suez Canal is, roughly, 2,000 miles, it is evident that 
Malta holds a key position in the power politics of the 
Mediterranean, whether conceived in terms of command 
of the through commercial route or in terms of regional 
domination. It is indeed difficult to exaggerate the im¬ 
portance of the Maltese islands in relation to Mediterranean 
strategy. Lying, as they do, just to the south-east of the 
passage (less than a hundred noilcs wide) between Sicily 
and Gipc Bon in Tunis, a passage that all shipping to and 
from the East must necessarily traverse, they form an ideal 
base, geographically speaking, for the defence, or conversely 
for ^ afibude, of that vital channel. 

Before the advent of air power, the fact that Malta is 
leu than 70 mfles distant from the coast of Sicily caused 
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fto ap|M!ebemion, aod was octtainly not considered to detract 
from its value as a fleet base; but recent events have in¬ 
dicated all too dearly that a great change has come over the 
strategic picture, as it concerns Malu. Towards the end 
of last August, when our relations with Italy were becoming 
strained, the Mediterranean Fleet unobtrusively withdrew 
from Malta and migrated to Alexandria, which has re¬ 
mained its headquarters ever since. Plainly the Admiralty 
were not satisfied that Malta ofTered a reasonably secure 
base for the fleet, and this view can only have been founded 
on the danger of air attack, since Malta is well defended 
against assault from the sea. It may be inferred, as a 
corollary, that the anti-aircraft defences of the island were 
considered inadequate last autumn. Since that date the 
defences of Malta have been reorganised, and, if we arc 
to credit rcptjrts in the foreign press, have been reorganised 
on a most elaborate scale. Italian and French journals in 
particular have published circumstantial accounts—ex¬ 
aggerated, pcrliaps, and in some measure even imaginary— 
of what has been done, not only to render Malta proof 
against air attack, but also to make it a great aviation centre 
from which counter-attacks on a most formidable scale 
could be launched. It has also been reported that plans 
have been laid for the development of Cyprus as a strong¬ 
hold for the British fleet. The precise future status of 
Alci^dria will not be known until the detailed terms 
of the new Anglo-h.gyptian treaty ate published; but 
the topography of that pon, and its position on foreign 
territory, prevent us from safely regarding it as more than 
on emergency anchorage, apart from the fact that it is 
deflcicot in the harbour facilities indispensable to a per¬ 
manent main base. Haifa is under equal handicaps in that 
i^c. Cyprus, on the other hand, has many points in its 
favour. It is within comparatively easy reach of the Suez 
anal, it js 140 miles from the neatest Italian territory (the 
Dodecanese, where at Lcros a considctablc naval and ait 
base has been established), and both its chief ports 
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Famagosusffid Lifloasol, ate said to lend theooselves, though 
doobdess at heavy expense, to naval developtnettt. 

All histoty wains us, however, that bsises, strong and 
self-contained though they may be, ate not in themselves 
sufficient to “ command ” any area of sea beyond the range 
of their batteries. Consequently, the development of 
Mediterranean bases implies the provision of a measure of 
naval and air force sufficient to secure the defensive ptupose 
for which the bases themselves are intended. What that 
measure must be depends, of course, on whether the pur¬ 
pose is that envisaged by the “ Cape school ” or that en¬ 
visaged by the “ Mediterranean school ” of naval strategists; 
it also depends on the corresponding forces that a potential 
enemy may be able to muster, and on the availability 
of potential allies, as well as on our own ability to assemble 
forces from other areas in an emergency. Judged by the 
latter group of considerations alone, our present establish¬ 
ment appears to be adequate as far as capital ships are 
concerned, but it is weak in cruisers, destroyers and 
submarines. The building programmes of Mediterranean 
Powers show that they recognise the high strategic value, 
in that area, of light vessels of very high speed, with which 
the Italian navy is exceedingly well provided. The 
nineteen modern cruisers that it now possesses have a 
margin of several knots over our fastest ships, and there is 
a corresponding disparity between the speeds of British 
and Italian destroyers. It may be claimed that our vessels 
are superior in strength of construction, sea-worthiness, 
and cruising endurance; but, however desirable such 
qualities may be in the ships of a navy designed to operate 
in any part of the navigable globe, in the special conditions 
of Mediterranean strategy they may not folly compensate 
for a marked inferiority in speed, and therefore in strategic 
mobility. 

Twelve months ago, when the possibility of a conflict 
in the Mediterranean had to be reckoned with, the Ad¬ 
miralty laid down the minimum standard of naval strength 

5 c 73* 



the lyflDDDLE SEA 

dm in thdr indgnmit wstf necessity to cope with the 
sitnation. To attain that standard it was found 
neccstany to amcentxate in the danget 2one not tnetely 
crety available ship of the Mcditcttancan Fleet, but also a 
Urge proportion of the Home Fleet, besides a numbet of 
units from the America and West Indies station, the China 
and East Indies station, and the Australian and New Zealand 
squadrons. As a result of this concentration in the eastern 
part of the Mediterranean, all other strategic ncrvc-ccntrcs 
of the Empire, including the British Charnel itself, were 
left with naval protcrtion that must certainly have proved 
inadequate had another and concurrent emergency arisen. 
In other word.s, the possibility of a clash with even a 
secondary naval Power sufficed to expose the slender 
margin of naval strength at the disposed of the Empire. 
'Ihis fact more than any other lent persuasiveness to the 
“(ape school's” view that our Mediterranean liabilities 
should be limited so as to enable our naval forces, while 
commanding the mouths of that sea, to be concentrated 
tnorc effectively on the defence of the actual territory and 
home waters of the Commonwealth. The British Govern¬ 
ment, of ccjursc, at no time contemplated single-handed 
action against Italy, but laid its plans on the assumption 
that in the event of a clash it would have the support of 
other League Powers in defence of their common purpose, 
at least to the extent of the use of their harbours, and pos¬ 
sibly in the shape of naval reinforcements also. With 
th«8 in view, definitive pacts of mutual support were 
negotiated with France, Yugoslavia, Greece and Turkey. 
'Ihctr application was limited to the emergency caused by 
^ctitms, but it must be borne in mind, as The Round 
1 ABLE ^inted out at the time, that they constitute a pre¬ 
cedent for the future which it would be very difificult to 
Ignore tf the boot were on the other foot and some other 
Mediterranean Power were threatened by an aggressor 
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IV. The Balance of Powee 

T his bongs us to the vital question of die balance of 
power in the Meditettancan, and of the fiitute of 
col^rdve secudty in that region. Recent events have 
caused us to adopt the h3rpothesis of an Anglo-ltalian 
rupture, as the basis of some future conflict in the Mediter¬ 
ranean, but it would not do to confine our strategic and 
political plans to that assumption, or to ignore the pos¬ 
sibilities of a wider conflict in which the Mediterranean 
complex would be but a part, as it was in the last world 
war. The first general point to note about the Mediter¬ 
ranean situation is that it falls, in a greater degree than 
almost any other major region of the world, “ within the 
framework of the Covenant,” in the sense that every one 
of the fully self-governing countries concerned, from Spain 
to Soviet Russia, is a member of the League of Nations. 
The sincerity of their membership, and their views of its 
obligations, may difier widely; but in the Mediterranean 
there is, at least, no such difficulty of formal approach' 
as is caused in other regions of disturbance, like north¬ 
western or central Europe, the Far East or the Americas, 
by the absence of Germany, Japan and the United States 
from the League, The second general point is that the 
Mediterranean complex has direct links with the vital 
strategic and political problems of other areas—through 
Great Britain and France with the Locarno problem, 
through Russia with the German-Polish complex in the 
north-east, through Italy and Yugoslavia with ffic problem 
of Austria and the rivalry of difierent great Powers for 
influence in central Europe and the Balkans, through Russia 
and the nations of the British Commonwealth with the 
balance of power in the Far East and the Pacific, through 
the colonial ambitions aiul rivalries of European Powers 
in northern and eastern Africa with the gigantic problem 
of the relations between black and white peoples. 

The complraty of these links was brought home to us 
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by the negodatiooi at Montrcux. 
nfortification ot* the Dardanelles 
controversy turned mainly on an 
over the conditions that arc to govc 
into the Black Sea and their egress 
a war in which Turkey should be 
attimde of the Soviets was simp . > j 

only other western seaboard being cither ice-bound or 
dominated by Germany, they required the maximum rights 
of exit for their fleet (at present largely in posse) from the 
Black Sea in the event of a war or threat of war between 
themselves and some other Power. The British Govern¬ 
ment saw the matter in a different light. In the first place, 
they could not rule out the possibility of a conflict between 
the British Commonwealth and a Soviet Russia once more 
inspired by world revolutionary ambitions. In the second 
place, they hesitated to disturb the equilibrium of sea power 
secured through the Anglo-German naval pact, by giving 
Germany a gcxxl excuse for escaping from the pact’s pro¬ 
visions on the pica of an enlarged threat from Russia. 
In the third place, for reasons easily appreciated by readers 
of The RoirNf) Tabee, they were reluctant to admit for 
Russia an over-riding privilege derived from the Franco- 
Soviet pact, as a security arrangement ostensibly “ within 
the framework of the Covenant,” on a par with the privilege 
they were willing to allow as a corollary of the Covenant 
itself. In the end, the British delegation gave way on the 
major point, subject to the proviso that Black Sea Powers 
could claim rights under mutual security pacts to use the 
Straits in war time only if Turkey was a party to those pacts. 

The rcfortification of the Dardanelles, which has already 
l)cgun, and the new terms governing the passage of the 
Straits in times of peace and war, promise to disturb pro¬ 
foundly the power balance of the Mediterranean. By 
giving Turkey the key to the Black Sea they make her 
diplomatically and strategically master of t^t quarter. 
If Turkey, Rumania and Russia pursue a united policy. 


Once the principle of 
had been accepted the 
Anglo-Russian dispute 
:m the entry of warships 
from it, in the event of 
a non-belligerent. The 
_ A Their 
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they may be able at some futuce time to pxoject an extienidy 
fbrtnidable beam of power throughout the Mediterranean 
and even beyond. Rumania seems to be moving closer 
into the Russian orbit, following the Franco-Soviet pact, 
Turkey was shown by the Abyssinian conflict to be a 
determined League Power, willing to assume, if necessary, 
active obligations in defence of the principles of the 
Covenant. Since her rejuvenation under Mustapha Kemal, 
she has concentrated her effort mainly upon internal reform 
and upon the diplomatic consolidation of the Balkans; 
but the refortification of the Dardanelles will no doubt j 
draw her more into the politics and strategy of the Mediter- i 
ranean. Apart from her command of the Straits, her; 
possession of a small but by no means negligible fleet— j 
including an old but reputedly formidable battle-cruiser, 
the ex-German Goeben, and a number of modern destroyers 
and submarines—will make her friendship or enmity or 
neutrality a factor of considerable importance. We are 
fortunate in being able to regard her as a friend and as a 
potential ally against any unprovoked aggression in the 
Mediterranean region. 

Among ±e other Mediterranean Powers, Spain must be 
set aside with a large question mark, since both her martial 
strength and her international leanings will depend in a 
large degree on the outcome of the civil war that is raging 
as this is being written. Her potentialities are considerable; 
for her position on both sides of the Straits of Gibraltar, 
and her command of the Balearic islands, might make her 
a critical make-weight in western Mediterranean strategy. 
As regards Yugoslavia there is little doubt which direction 
her sympathies would take, irrespective of her political 
engagements. It is not without significance that Italian 
publicists invariably lay stress on the “ menace ” represented 
by Yugoslavia, with her Adriatic naval base at Cattaro and 
her growing fleet of submarines. 

When we turn to the great naval Powers of the Mediter¬ 
ranean we find a more tangled skein of policy and interest. 
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We imy, peihaps, safely assume that Ftaooe and Great 
Aciaiii will never be fouiid on opposite sides in a Mediter¬ 
ranean conflict, since France is far too intensely preoccupied 
with her feats of Germany to wish to face any additional 
opponents. On the other hand, those very fears of hers, 
as the Abyssinian affair made clear, render her unreliable 
as a potential defender of order and peace in the Mediter¬ 
ranean or beyond. The future of Itdian policy is for the 
nxmtcnt inscrutable. The Austro-German agreement, con¬ 
cluded with Mussolini’s blessing, has established a modus 
pivtndJ on the basis of which Italy and Germany will doubt¬ 
less move closet together in European diplomacy. The 
dangers of a renewed alliance of the Central Powers, for 
the 1.4:aguc, for France, for Great Britain and the whole 
Qimmonwcalth, arc too obvious to need elaboration. 
But it must not be forgotten that the Austrian arrangement 
creates only an unstable and temporary equilibrium, and 
(hat on the .Mediterranean front Italy is in a gravely exposed 
pfjsition if her pfjlicy antagonises both Great Britain and 
f’ranee simultaneously, not to say Yugoslavia and other 
Mediterranean l\m’crs. 


I hose arc some of the blunter considerations of inter¬ 
national ^litics (hat must go to mould the Mediterranean 
policy of the Commonwealth nations. Ihey are sub¬ 
ordinate. however, to a broader question: what reUance 
arc wc to place upon the collective system of security in 
that region, and what contribution arc wc prepared to make 
towards Its eflectivcncss ? If the conclusion is that 
impracticable 

wcil?h ‘hen the nations of the Common- 

w^th have to ask themselves what part, if any, they 

system of security and mutual aid. 
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“ TW yTIGRANT ” has not qvdte the same connotation 

XVXas either “ emigrant ” or " immigrant It sug¬ 
gests neither the “ true patriot ” who left his country for 
his country’s good, nor the rugged individualist who 
followed the gleam of gold, in a distant land, unheeding 
his country’s loss. It means one who changes his habitat 
as birds do, and suggests no antagonism between the person 
who migrates and the land he leaves. The stigma of the 
steerage stuck always to the “ emigrant The implica¬ 
tion of unwantedness dung always to the immigrant. 
The migrant is fortunately free from all unhappy assoda- 
tions. He moves from Birmingham, England, to Bogga- 
billa. New South Wales, because business needs require. 
He is not extruded. He does not intrude. He travds as 
a citizen within an Imperial Commonwealth. 

But more things have happened than the omission of 
two unwanted prefixes. The complex of homeland and 
colonies or plantations has become the Imperial Common¬ 
wealth, standing like a fixed star of greater magnitude in 
a political universe of comets and nebulae. An economic 
system in which demand outtaced supply has been replaced 
by an economic system in which supply is always in the 
lead. And the record of failure and success between 1831 
and 1929 is so easy to read that both imperial visionaries 
and Australian trade unionists must be respectively 
chastened and quickened by it. 

I. The Interests of the Commonwealth 
■\ yTIGRATION within the British Commonwealth 
jLVJLmeans the redistribution of its people among its 
constituent communities. There are four interests to be 
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coMidered-that of the Imperial Commonwealth, those of 
the country the migrant leaves and thc^ntry he ente^ 
and that of the migrant himself. Conceivably the^ 
mtetests may conflia. The first essential is to ascertam 
if migration is desirable for any of them. This artide 
considers migration from the United Kingdom to Australia 


The first interest to be considered is that of the Imperial 
Commonwealth. Since the Balfour Report was endorsed 
by the Imperial Conference of 1916, Great Britain and the 
Dominions have accepted the hypothesis that th®^^ exists 
a free association of autonomous communities equal in 
status 'I hc report concedes that “ existing adminis¬ 
trative, legislative and judicial forms” are “not wholly 
in accord ” with the hypothesis. It says nothing of the 
ccotKjmic, social, and political realities that necessitate 
these forms. In population, in wealth, in diversity and 
quality of enterprise, in intellectual achievement, the 
Dominions arc not equal to the Motherland. The diminu¬ 
tion of this inequality is necessary if the British Common¬ 
wealth of Natifjns is to become substance instead of 


aspiration. The Dominions must have larger populations 
and the many-sided industrial and socid activity that 
distinguishes a nation from a colony. Immigration, 
properly c<-»ntrollcd, from most I'.uropcan countries would 
strengthen the Dominions as nations. But the greater 
part must coinc from Great Britain if we arc to preserve 
unimpaired the constructive power of the ideas on which 
the British Commonwealth is founded. 


'Ihus defence in the sense of protection against dis¬ 
solution is the first reason for desiring migration from the 
United Kingdom to Australia. Defence in the sense of 
capacity to resist aggression is the second. The sovereignty 
of the surface of the sea is no longer sufficient. Land 


• Far « di.%cu«iion of Empire Migration as a whole, more par¬ 
ticularly fmm the Ignited ICiagdom point of view, see an article in 
Thb Rot-NU Tasle, No. 97, December 1954, 

7)« 



THE INTERESTS OF THE COMMONWEALTH 

forces ate mere auxiliaries to the military chemist. To be 
capable of such resistance as would make aggression less 
lil^y, a vulnerable Dominion must have a population 
large enough and endowed with sufficient different aptitudes 
to enable a complex industrial system to be built up. In 
short, defence means, primarily, many-sided and efficient 
industry. And it is not enough to have this concentrated 
in the United Kingdom unless command not only of the 
surface of the sea but also of the air and under water is 
secured. This being a manifest impossibility, the all¬ 
round industrial development of the Dominions is necessary. 

The interests of the Empire and of Australia coincide on 
the two points of defence, and the consequent necessity 
for building a many-sided economy. But the United 
Kingdom has its separate interests. Will it gain by the 
migration of the type of person Australia wishes to receive ? 
The majority of migrants, for reasons to be considered 
later, will transfer to an economic and industrial environ¬ 
ment similar to the one they left. Obviously the interest 
of the United Kingdom would be served by the migration' 
of the shiftless, the morally crooked, and the feeble in 
health. But if migration is to benefit Australia and the 
Imperial Commonwealth, the capable, the energetic, and 
the healthy are wanted. Moreover, since the majority 
of migrants are young. Great Britain will lose potential 
producers and citizens on whose education public and 
private money has been spent. Her gain can only come 
if she loses those whom deferred hopes and frustrated 
capacity might have made malcontents. But the loss is 
certain; the gain problematical. Scotland has enriched 
the Empire and the United States by exporting talent. 
“ Stands Scotland where it did ? ” 

Again, the United Kingdom would gain by migration 
of non-producers simply because they cease to be a charge 
on her national income. But if they become producers 
in Australia of goods that will oust British goods from the 
Australian mrirket, will they not merely turn British 
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votkmm at pitieitt emplofcd into noo-pioducets ? Oi^ 
if the efiect ci migration U to raise the standard of living in 
Australia so that the demand for British goods will increase, 
can migration be justified from the purdy United Kingdom 
point view. 


II. Australia’s Capacity 

T O undentand Australia’s need, one must grasp two 
ideas firmly. First, the market for primary products 
will never again possess the joyous buoyancy of the 19th 
century, when a clamorous hungry world presented 
gaping mouths and naked backs for the enrichment of the 
sturdy frontier farmer. 'ITic engineer and the chemist 
have said in their cheerful efficient way: “ Good-bye to 
All That.” Mechanization has increased productivity per 
head on good land. Chemistry and biochemistry have 
incrcasctl the potential productivity per acre of any land. 
Prince Kropotkin said that the population of any great 
city could be fed from food grown on the pavements of 
its suburbs. The cost would be high, but what does cost 
matter to communities animated by unreasoning 
nationalism ? And, secondly, Australia is sufficiently in 
the grip of economic nationalistic sentiment to ensure the 
development of every kind of home production that can 
find a ftKJting. Consctjucntly, migration to Australia 
must Ijc negligible or must be directed towards the enlarge¬ 
ment of an economy which is tending to be self-sufficient, 
rhe problem is not to transform the misfits in a pre¬ 
dominantly industrial Great Britain into productive units 
in a predominantly agricultural and pastoral Australia. 
It is to lift a portion of the British economy and plant it 
in Australia, 

Australia needs more than the “men, money and 
markets " that Mr. Bruce asked of the Imperial Conference 
m 1916. IBc men she needs are those the United Kingdom 
does not want to lose. The money she needs is largely 



1a^stralia*s capaotty 

taoiief. The markets she needs ase {)«xtly Bckteh 
nM^Bett, not only in the sense that Gieat Btitain will be 
lequited to take some of the goods that mignmts will 
{>todnce in Atisttalk, but also in the sense that the idMor{>- 
tion of British migrants into the Australian economy 
may develop production here that will permanently exdude 
certain classes of British goods from the Australian markets. 

The absorptive capacity of Australia cannot be ac¬ 
curately gauged. Geographers dififer. A change in the 
occupancy of the Chair of Geography at Sydney University 
seems to have raised the population-carrying capadty of 
Australia hy some millions. But the ultimate potentialities 
of Australia matter little. What is of consequence is 
that people abroad should eschew crude notions based on 
careless comparisons of the continent with countries of 
approximately the same size, such as the United States, 
and that immigrants should be encouraged to come only 
when there is a reasonable possibility of satisfactory 
assimilation. 

The absorptive capacity of a country is held by geo¬ 
graphers to be limited by certain “ controls The chief 
control is dimate. But the extent to which it operates 
depends on the adaptability of man, which is not measurable. 
The. most we can do is to set out some climatic conditions 
unfavourable to dose settlement and then qualify them by 
showing how they have been partially overcome. 

Neatly 40 per cent, of Austria lies in latitudes between 
the summer rain areas and winter rain areas. There is 
thus a huge area roughly parallel to the coasts with a rain¬ 
fall of less than zo inches per annum. This is the ** dead 
heart of Australia” which may be eliminated for most 
economic ptitposes. Metalliferous mining is the chief 
exception. Outside this vast irregular oval is a margin 
between the lo-inch and 20-inch isohyets which is suitable 
for grazing and in its south-eastern comer for wheat- 
growing. The tropic of Capdcom shuts off in the tropics 
mote than half of Queensland, most of the Northern 
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Tenitoiy and a qoattef of Western Austtalia—an atea of 
1,149,320 square miles, or 58*6 per cent, of the continent. 
Only 4 per cent, of this tropicd area is high enough to 
ben^t elevation, and the Atherton Tableland in North 
Queensland with izo.ooo square miles is the only area 
made temperate by elevation, suitable for settlement. 
In most of the tropical regions otherwise suitable for 
settlement, the average monthly temperature is 70° Fahren¬ 
heit (wet-bulb)—the limit of comfort for British people. 
Some 37 per cent, of Australia has an average annual rain¬ 
fall below 10 inches, as contrasted with 10 per cent, of 
the United States. The net result is that only 617,000 
square miles—or one-third of the land similarly available 
to the United States of America—is available for close white 


settlement, and in this area most of the land has already 
been alienated and is settled so far as it can profitably be 
settled with the present markets for primary products. 

But against those discouraging facts set these. A 
quancr of a million white people live in the tropics and 
some arc tropic dwellers of the third generation. Queens¬ 
land has a crude death rate of 7-9 per 1,000 of mean popula¬ 
tion, as against 8-7 for the rest of Australia and la-j for 
the United Kingdom. Infantile mortality in Queensland 
is lower than in any Australian State except South Australia, 
and much lower than in the United Kingdom (37 per 1,000 
as against 68). White men work in the tropics all the year 
round, and tropical diseases have been greatly reduced. 

In the temperate south-east there are ample areas, 
p^cularly m the Murray valley and the far north coast 
of New South Wales, which soil and climate render suitable 
for clowr settlement. The “ controls ” here are the low 
pna of primary products on the world market and the 
nigh cost of land. 


Wc must not allow ourselves to regard the development 
^ew economic units, or even of the political Common- 
^th they arc to serve, as ends in themselves. The 
Bnush Commonwealth’s final justification is the apotheosis 
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of private libertf. Thcic can be no question of dtaftit^ 
pec^le, even by the veiled conscription of propaganda, 
to new lands. The interests of the individual mi granr 
arc paramount. If he cannot better his position, his 
purposeless move is dead loss. The type of migrant who 
might fail in the United Kingdom but succc^ in the 
Dominions is now rate. The standard of living in Great 
Britain is much higher than before 1914. In Australia 
it is approximately what it was. Social barriers arc now 
more easily surmountable in Great Britain, and are not 
completely negligible in Australia. The British agricul¬ 
tural population, from which a large number of migrants 
formerly came, has been appreciably reduced. The rate of 
increase in the United IGngdom has declined, and will 
probably continue to decline to such an extent that she will 
reach her maximum population without emigration in a few 
years. 

The conditions of life in the two countries are more 
neatly equal than they were in pre-war years. Australia 
can offer a sunnier climate to every migrant. To those 
whose “ patient merit ” has felt “ spurns ” of “ the un¬ 
worthy ”, a fuller life in a freer environment is open. But 
no British citizen should be induced to travel twelve 
thousand miles in the hope that barriers to well merited 
advancement do not exist in the new wide land. Chances 
of success or failure exist in Australia as in Great Britain. 
The migrant should be allowed to weigh them for himself, 
as he would do if he considered moving his home from 
Dorset to Warwickshire. 

III. Assisted Migration 

T he methods to be employed to increase the flow of 
migrants may be classified as : (i) assistance; (2) 
quasi-assistance; (5) creation of the conditions that promote 
migration. Assisted migration may be defined as giving 
such financial aid, advice and direction to the migrant as 
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wiU free him from the ohUgation of fiKing the rf 

the new U£e on his own responsibility. It includM me 
tnnspottation of laboarers and domestic servants, w^her 
by covemmciit recruitment or through the good 
of voluntary societies, or by a combination of both, by 
means of free passages to a selected sphere of occupation; 
and the shepherding of settlers by much the same rneth^s 
to a free or cheap piece of land. Quasi-assisted ^gration 
means giving such assistance as will leave the main burden 
of responsibility on the migrant. Creation of the con¬ 
ditions that promote migration cannot be defined and will 
be discussed below. 

Assisted migration in the past has been intended to 
increase primary production in Australia, to give those to 
whom advancement was denied in the old land an oppor¬ 
tunity in the new, to augment certain ill-supplied economic 
groups or scKial platoons, and to redress the balance 
iKtwccn the sexes. It has been shown that the first and 
second motives no longer exist. The third is one that 
governments faced by trade union standards and a wide¬ 
spread belief in equality would wisely neglect. The 
fourth may be disregarded so far as Australia is concerned, 
since the disproportion of the sexes is now slight. 

Whatever new reasons may be found for assisted migra¬ 
tion, its record has been costly and strewn with failures. 
Queensland has the happiest record. Between 1870 and 
1876, 39,000 immigrants were brought out under its land- 
order system. The total gain in population during the 
same period was 55,000, most of the additional 16,000 
coming from the other Australian colonies. But some of 
the 59,000 would come under the definition of quasi- 
assisted. since they paid their full passage, while others 
were not true settlers because they sold their land-orders 
to speculators and settled, or were settled, in much the 
same position as they would have occupied in their home 
land. 1 he record of assisted immigration in other states 
reveals a large percentage of waste. Statistics arc meagre 
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jfoc the X9th centiuy, but bitter protests £cDm settled 
coioidals that the wrong class" was being selected, 
fieqoeat dianges of policy, and the record of those who 
reqiWd no assbtance but took their fate in their own 
hands, ate more conclusive than figures. 

As any future scheme of assisted migration would entail 
assistance by the Govemment of the United Kingdom 
as well as the Australian Govemment, we may draw 
our experience mainly from the working of the Empire 
Settlement Act of 19x2. Between 1922 and 1935, 
405,902 assisted emigrants left the United Kingdom. 
During the same period, unassisted immigrants numbered 
666,52j. Of the assisted immigrants, only 14 per cent, 
arc known to have settled on the land, though the intention 
of the Empire Settlement Act was to place people on the 
land; and a considerable number are known to have 
drifted from their rural moorings. The documented 
record of assisted migration reinforces the undocumented 
record of general human experience. No help will avail 
the helpless. The help that avails is that which lifts the 
insupportable burden and enables the individual to help 
himself. 

Assisted migration at present would mean large public 
expenditure to produce mischievous results. Neverthe¬ 
less, as a measure ancillary to the general policy of opening 
up opportunities, quasi-assistance should be given. This 
should take three forms—the giving of cheap, not free, 
passages, the making available of accurate information as 
to vocational openings, and educational courses. The 
expenses of all three should be borne by the British Govern¬ 
ment, the Australian Government, and voluntary organisa¬ 
tions whose aims and personnel commend themselves to 
the Migration Advisory Boards of the Imperial and 
Dominion Governments. The justification for this 
measure of assistance is that the cost of obtaining informa¬ 
tion and of travelling is a oimplcte harder to many who 
possess all the qualities that enable a person successfully 
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to btoJc loose fcoffl an old envitonenent and settle in a 
nev. 

The conditions necessary for these forms of quasi- 
assistance briefly arc these. The assisted passage should be 
a combined land and sea ticket from any part of the United 
Kingdom to any part of Australia, and should be available 
to any one who intends to reside permanently in Austraha. 
Restriction to third class or its equivalent should be sufficient 
protection to the shipping companies, but other safeguards, 
if necessary, could be devised. Nothing derogating from 
the scif-rcspcct of the migrant should be implied in the 
acceptance of such a reduced fare. It should be a cheap 
passage comparable to an excursion rate. The information 
given as an aid to migration should be such as a vocational 
guidance bureau would give to those seeking employment 
within the United Kingdom. All the crude and shrewd 
devices of publicity might be used to induce the potential 
migrant to obtain information; but the information itself 
should l)c ample, accurate, and non-tendentious. Educa¬ 
tional courses should take the form of courses in adult 
education comprising lectures, reading courses, and cinema 
shows designed to explain the difference between life in 
Australia and life in Great Britain. 

The conclusion may seem meagre. But the bald truth 
is that the Iks! way to induce migration is to direct the 
main efforts of governments to matters not primarily 
connected with migration. The problem is to build a 
Italanced economy in Australia which will have room for 
those who cannot tind profitable employment in the United 
Kingdom. This involves, first, the use of the tariff as a 
liarpining instrument to bring about trade treaties, 
preferably within the Empire but also with other countries. 
Neither an Imperial Zollvtrt'm nor an economically self- 
sufficient Australia should be the aim, but the acquisition 
of markets and the migration of such secondary industries 
as can be profitably established wthin the G)mmonwcalth. 
Migration of capital from the United Kingdom in the form 
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both of Joftos to the Austtdian Govemmeot and kj£ dw 
moafe r of the plant of private companies will be neoessaiy. 
And a oatMMjal planning bateau to advise the Australian 
Government on the conflicting and changing needs of 
ptinuiy and secondary industries will be the least dis* 
pensable instrument of migration. 

No policy that is imperialistic in the sense that it sub¬ 
ordinates Australian interests cither to those of the United 
Kingdom or to those of the Imperial Commonwealth is 
possible. Equally impossible is one that attempts to 
establish Australia as an independent economic and 
political unit. Migration is a part of the general develop¬ 
ment of the Australian economy. All policies directed 
toward that development must be shaped in the light of 
Australia’s precarious and equivocal position. She is and 
wishes to remain a member of the British Commonwealth. 
She is an economic and political entity in the South Pacific, 
which must establish closer economic and political re¬ 
lations with other countries that have interests there— 
notably with the United States and Japan. 

Australia, 

July i9j6. 
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1. Independence by Time-table 

D espite the present Commonwealth and Independ¬ 
ence Law, by which the Philippines are promised full 
independence in 1945, the future relations of the United 
States to their most remote colonial adventure are still com¬ 
pletely unsettled. Until 1945 the American flag flies over 
the islands, and the American President has a fat wider 
responsibility for the Manila government than is commonly 
rcalizctl, hetween now and 1945 almost anything can 
happen in the Far East—and probably will. The United 
States is going through a period of Little-Americanism. 
The Philippines arc having a chastening experience in 
dominion autonomy, with the probable loss of much of the 
American markt't looming ahead of them in 1940, unless the 
terms of I he Independence Law are altered in the 
It IS not at all bad for all concerned to have this precipita¬ 
tion in Amcrican-Philippine relations, which used to be 
constantly tense by reason of the agitation for independence, 
educational for 

fa, rr r " I< fa asserted without 

f,,?' Filipino leader 

indclinitflv *he present dominion status 

f'irst of all t ^ curious hodge-podge, 

Manchuria and China"***wf legality of treaties in 
of conquest We are kT lecognize the fruits 

c.t. \^e are being stiffly righteous and correct. 



BY TIME-TABLE 

We hope the day may come tdien out attitude can be 
tcanalao^ into gittter realism. For the present, we stand 
pat, and nothing more, as ^ as the Asiatic mainland is 
ooncemed. Second, wc put Ae Philippines on a time-table 
for indq>eadence. Since our legalistic non-recognition 
pcdicy mvolves no action in Asia, this promise to with^u^ 
from the islands in 1945 is theoretically a notice that are 
pulling out of the Orient altogether. 

But wait 1 Our third step is to promote a trans-Pacific 
air line, with bases right across the Japanese mandated 
islands. That is going back into Asia with a vengeance, 
although nominally only in the cause of round-the-world 
aviation and the onrush of modem communication. 

The next stage in our policy—some would call it the 
first—is to build up our navy as fast as the shipyards can, to 
strengthen out bases in Hawaii, to investigate and talk freely 
about air and naval bases halfway down the vast Aleutian 
Islands half-moon that reaches to Japan’s back door. We 
also keep all our fleet in the Pacific, instead of half in the 
Atlantic. 

Such are the outward activities of American policy toward 
the Orient. The general public within the United States 
feels and thinks very little about it all. There is a widespread 
sense that these are bad times in the world, when everyone 
had best keep his powder dry. There is also a genuine 
antipathy toward overseas responsibility. Most people, 
when by chance they remember the Philippines, say : “ Why 
on earth ate wc adventuring 10,000 miles away from home ?” 
The average conservative-minded man, who in the nineteen- 
hundreds was a rampant imperialist, is now anti-foreign, 
and very much in favor of self-containment. Men who as 
late as 1929 or 1932—and this includes many Republicans— 
were still in favor of the Theodore Roosevelt-McKinlcy 
brand of expansion and doUar-diplomacy have now com- 
plctdy revised their views. ■ Conservative Democrats are 
precisely of the same opinion. Liberals have generally been 
opposed to imperialism anyway. There is left only a small 

749 



THE FATE OF THE PHILIPPINES 

group of bittct-end expansionists, plus an equally^ saaaQ 
group of people who understand the realities of the Fat 
Eastern situation, and know that by the continued accept* 
ancc of a snull responsibility in the Philippines—say of 
dominion status and equitable trade relations—the United 
States may be able to avoid the serious trouble consequent 
upon a Philippine collapse. 

Everything depends upon events and emotions in the 
next ten years. Developments in south China could 
ccnainly affect American Far Eastern policy. So would 
European war. Or trouble in Siberia. But whether the 
American cat would jump back into Manila, or curl itself 
up somewhere in Kansas, is altogether speculative, A train 
of emotions could be set up in either direction. If business 
gets better within the United States, say if Governor Landon 
were clcacd President and a business boom followed, then 
according to copy-book theory the United States should 
begin to feci imperialist twitchings again. To go much 
farther than that in guessing about American policy runs 
us into the field of crystal-ga2ing. 

examining present conditions in the 
Philippines, It is easy to figure out what to happen in 
the best interests of the islands and the other interested 

Ehk Philippines 

, should have a fair dunce to work out their destiny, an^d to 

necessarily. 

mdcpcndencc. Economic security will be dependent for 
many years to come upon the American marker Political 

if the UiScd through dominion status. But 

«t the United States is not prepared to go that far then 

fat And, however uninformed Ameri^ 
1 “’'■ ‘h'tc is dw saving graee of ni^?^ 

pine stams “Irr T'”‘* *“ ' P'™““>t PMp- 
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the Filipinos, the United States, and the interested Powers 
in the Far East—should not be mutually adjusted. 


n. The Shadow of the American Tariff 

T heoretically, of course, the status of the 

Philippines is settled. By the terms of the Philippine 
Commonwealth and Independence Law, the islands are now 
enjoying the pleasures of dominion status. Their common¬ 
wealth was inaugurated with fitting pomp and oratory at 
Manila on November 15,193 5. For five years this autonomy 
continues as at present, with Philippine exports still entering 
the American market more or less freely. But in 1940 
American tariff duties begin to apply, under the terms of the 
Independence Law. Five per cent, of the full tariff is to be 
applied in 1940, rising to twenty-five per cent, in 1945, In 
the latter year, when full independence is scheduled to take 
effect, the full hundred per cent, tariff duties are to apply. 
There are only two strings officially dangling from the 
Independence Law : the status of American naval bases in 
the islands, which the United States may either retain or 
give up, and the question of an international neutralization 
pact. Probably the one would be the price of the other. 

But already one alteration in this time-table is anticipated. 
On signing the Independence Law—and as an informal 
condition which the Filipino delegation required—President 
Roosevelt promised President Manuel Quezon of the 
Commonwealth that the economic terms of the law would 
be reviewed. This examination, the Filipinos and their 
friends hope, will lead to some form of reciprocal trade 
agreement, mitigating the severity of the present economic 
terms. The Philippine economy down through the years 
has been made tragically dependent upon the American 
market. The chief source of wealth in the islands is the 
production and export of agricultural commodities, with the 
sale of hardwood lumber and increasing shipments of 
minerals, mosdy gold. 
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Eighty-fout pet cent, of this trade in 1934 xws whh 
United States. The chief export is sugar, and in i935*$4 
the Philippines stood fifth in the entire world in sugar 
production. But it all went into the protected American 
market. After the second year of tariffs—in 1941, when 
ooc-tenth of the American tariff would apply—it is cal¬ 
culated that Philippine sugar could enter the United States 
only with a sharp cut in present production costs. Some 
such economies might be made. But trade experts doubt 
whether the Philippine sugar industry could survive the full 
American tariff. A small fraction, on the richest lands, 
might keep on. There is no other market in which 
Philippine sugar can compete with the cheap producing 
areas— Java or (,uba. The Philippines are the world’s chief 
prf)(luccr of coconut products, including copra and coconut 
oil. Sf)mc of this already goes into foreign markets; 19 
per cent, went to Prance in 1953. But the main dependence 
is upon the United States, where the oils run into com- 


^fition \^ith cottonseed oil. Experts estimate that the 
Philippine cfjcotmt industry, upon which one out of every 
three persons in the islands is calculated to depend, could 
not .survive the first year of American tariffs. The same 
conclusion is true of tobacco, and applies not only to the 
raising of plant but also to Collapse 

of this industry would r.-.:;- industrial 

nncmploymcnt around Manila, with serious social conse- 

ftlanTh r"'"' the 

wi^r me"* T 1'” competition 

with lutc sisal and other cheaper cordage. But it can 
alwats find a world market, however restrirted. 
loao Of of American tariffs would even in 

to wither the consequences SeflatiSfe^^y 
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ia die |Mst. Moteover, the se^ of sgtaxiaa^ 
akeady tibetaliy sown in tAe Philippines thtough the tenant* 
farming system. Although the islands have good toad^, 
schools, and some sanitation, the lot of the oidinaity 
FUipioiO peasant—the cemmott too —is teally not much better 
than before the American occupation. He still is rack- 
rented into the ground. The system of church landiofdism 
makes him pay double and treble toll for the use of the 
land. A revolt of these peasants, the Sakdalistas, took 
place in May 1955, and hemmed Manila around with a ring 
of danger. SL^ar agrarian desperation helped explode the 
original Filipino revolution against Spanish authority, and 
it has been an underground basis for the independence 
agitation through the years since. All the woes of the 
peasants could be blamed on the American regime. Now 
that independence is on a time-table, the agrarian discontent 
can be turned against the visible present authority, the 
Commonwealth Government, plus the Church. 

Nobody has told the Filipino people what consequences 
they may expect from loss of the American market. Should 
the tariffs take effect as scheduled, the subsequent outbursts in 
the islands might well be of the gravest extent, feeding on the 
same tinder that burnt in Mexico and Spain. Communism 
already exists in the islands, and would complicate an already 
grim picture. By 1940, too, the first exhilaration of 
autonomy would have worn away. Factional disputes 
among leaders arc very familiar in the islands. President 
Quezon is building up a strong army, plainly for internal 
purposes. The Philippines need, and have always needed, 
a strong executive. But the borderline from that into a 
military dictatorship might easily and inescapably be passed 
under stress. Thereafter, the door is open to many 
eventualities. The internal stability of the islands would 
be gone. 

The external picture would of course rapidly become 
equally disturbing. Revolts and perhaps revolution in the 
islands could hardly fail to be followed by intervention of 
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some sort. If the United States did not match in again, 
then some Power with mote immediate interests in the Fat 
East would be certain to do so. The Philippines ate a 
buffef*8tate between the Japanese archipelago and Malaya 
and Australasia, between the mandated islands and the rich 
and perilous waters at the center of which lies Singapore, 
It has been a godsend to the British Empire, to the N^er- 
lands, and to France that the United States occupied this 
buffer-state. Prospective departure raises the most disturb¬ 
ing visions. Not only do the Philippines become a possible 
bone of contention or a responsibility to the adjacent 
empires, but their self-government arouses nascent national¬ 
ism in other areas. From the neatest Philippine island to 
the neatest British island of North Borneo it is precisely 
I'4 statute miles, and only ii'5 statute miles to Borneo 
mamland. On the north, it is 61-4 statute miles from a 
Philippine island to a Japanese island. On the east, Palau 
the nearest mandated island, is only some 500 miles from’ 


III. A Land TO Covet 

'T'HK Phi 7 ippi„„ are as alluring in resources as they are 
siL rhf T“* imponant empires. 
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indicative of a chtomite-beating belt thfougE 4 »e entite 
length of the islands. No war-material is more cagcdy 
sought. 

Add to these rich mineral resources the agricultural pro¬ 
duction of the islands, and their potential wealth is apparent. 
The ubiquitous coconuts produce an oil valuable in the 
derivation of nitro-glycerine, as well as useful in Soaps. 
Coconut shell makes the best charcoal for gas-masks. 
Manila hemp, the finest cordage in the world, will always 
be needed in the navies, although substitutes are more and 
more used for commercial binding. The abaca fibres— 
Manila hemp—arc also useful in making Japan paper, with 
which the windows of the island empire are glazed. The 
Philippine sugar lands may not be able to compete with other 
areas as now managed; under a more spartan regime they 
might tell a different story. In Mindanao, and elsewhere, 
rubber and cotton can be grown to much advantage, thus 
offering an enormous further lure to one at least of the 
adjacent empires. 

Couple this great mineral and agricultural wealth with' 
the under-population of the Philippines, and you get down 
to the stark realities of the islands’ place in potential Asiatic 
rivalries. Fourteen million Filipinos are spread out over 
mote than one hundred thousand square miles. Japan, 
which has not very many more habitable miles than that, 
has one hundred million subjects jammed upon them. 
China, even more congested, also tends to force emigrating 
populations into the Philippines. At present there are 
laws forbidding Chinese immigration. How long these 
could be enforced if the Philippine Republic were under 
pressure is a hard question. Americans in the islands 
consider the population pressure from China, through 
infiltration, to be a threat to Philippine stability equal to 
any challenge that may come from Japan, taking the long 
view. The Chinese have contributed much blood that 
now courses vigorously through the veins of the best 
Filipino families. Since the Chou dynasty (1112-249 b.c.) 
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tf»dm fnmi athay have filtctcd into the isla^ Th^ 

flow control fiiUy one-half of Philippine trade. But if the 
imUrtA* were inundated by cheap Ctoese labor the consc- 
qoences would be grave. 

There is a potential Manchukuo in the Philippines. At 
the south-eastern end of Mindanao, second largest island of 
the archipelago, and the least developed, are the city ^d 
gulf of Davao. 'I he soils ate rich, with coastal plains sloping 
back into valuable hardwood growths, uplands where 
cattle can graze, and over heVVif of land a great plateau 
scarcely touched by men, wi'.cre j!:nos: an) agricultural 
product could be grown. It rains a little almost every 
afternoon; the region is free from typhoons; the tempera¬ 
tures are equable—on the plateau, which averages 2,000 feet 
above sea level, you need some bed covering every night. 
Mineral wealth is near at hand. Fish off the coasts are 
abundant. TVtc scant population is mostly Moro or pagan. 

In this sub-tr<ipical paradise, three-quarters of the 
Japnese in the Philippines arc concentrated. There are 
some ij,ooo of them. Beside their city rises the highest 
mountain in the Philippines, Mount Apo, whose regular 
cone is reminiscent of Fujiyama. At its feet there is a New 
Japan. 'Fhe town looks Japanese, the people speak that 
tongue, the signs and shops and schools and temples are all 
Japanese. There is a hnc hospital, a Japanese association, 
a big consulate, a stKial center, and Japanese plantations 
and industries spreading into the hills. The Japanese have 
an crticicnt government of their own which funaions within 
the provincial government. 

It is by sheer industry' and their genius for organization 
that the Japanese have turned a rich wilderness into the 
most imponant hemp-producing center in the world. The 
average Filipino, back in the hills, grows his abaca on a 
share-cropping basis. He will hack down the logs with his 
machete - the abaca plant looks like the banana tree, and it 
comes up again from the toots—and strip the fiber by hand 
which IS a cruel job. He will pack the fiber down to his 
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iaai&»d» kavt! his shaie, sell the test to the flctot in. the 
oeatesit town, and plod back to the hills with ptactkally no 
lot his labor. He has little incentiye to e3q>ai^ or 
iznptove his production. The Japanese grow the hemp in 
great plantations, with good roads over which the logs ate 
^uled by motor to the machine stripper. The fibers, dried 
and bal^, are shipped direct to Japan for processii^, or 
they may even go to cordage factories in distant countries. 
The whole process is rationaliaed and integrated. It is 
likely that within a very few years the Japanese will control 
an eEFectivc monopoly in the hemp market. And Manila 
hemp is the one product of the islands for which the world 
must always come. Attempts to develop Davao had 
previously been made by Filipinos and Americans. They 
had failed, largely because the brown or white promoters 
did not intend to do the hard physical labor themselves, but 
tried to supervise the pagan Mandayas and Bagobos of the 
region. 

The plateau back of Davao holds even greater possibilities. 
To the north, an American company has a big pineapple ■ 
plantation, but its people are not sure how long they can 
hold out. Otherwise, the plateau—perhaps 50 miles by 
250 miles in one rich, rolling area—is practically untouched. 
Some Burma cattle range the wild cogon grass. Deep 
ravines, with ever-flowing streams, offer abundant potential 
water power. This is the area that the American rubber 
magnate, Harvey Firestone, first sought before he went to 
Liberia. He did not come here because of Philippine laws 
restricting big corporate holdings and the importation of 
cheap labor. The Japanese seem to get around the land 
laws well enough, and they can get plenty of labor. 

Mindanao offers an almost ideal opening, therefore, to 
Japanese colonists and developers. Similarly in the other 
islands, though not quite so fruitfully, there is opportunity 
for great expansion. The Cagayan Valley, in northern 
Luzon, taps a rich region which is slightly developed. 
The mountains of Luzon and Mindanao, not to mention the 
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kssec islands, have been surveyed in cuisoiy fiishio^ but 
may contain riches as yet unsuspected. Mindanao, in Ae 
words of a recent brilliant vice-governor of the islands. 
Professor J. Ralston Hayden, may become either a 
treasure house of national wealth or an island of national 
peril for the future Philippine Republic,” 

Davao may be the Manchukuo of the Philippines, but it 
is not the only entry into the islands that the Japanese have 
made. They arc expanding rapidly in retail trade, where 
their cheaply produced goods give them a competitive 
chance with the experienced Chinese bazaar keepers. And 
the Filipino customers like Japanese goods. Japanese- 
Philippinc trade is heavily unbalanced, imports into the 
Philippines amounting to nearly three times the sale of 
Philippine products into Japan. The Japanese got a big 
advantage w hen, during the Manchurian crisis, the Chinese 
merchants refused to sell Nipponese products, and the 
Filippinos went to the Japanese bazaars direct. The 
Japanese also pretty well dominate the fishing industry, 
through superior equipment and aptitude. Fish constitute 
one of the two staple foods of the Filipinos, and their waters 
arc full of them, yet almost half of their supply they buy 
from the Japanese, and much of the rest comes in cans from 
the United States—salmon and sardines. No better evi¬ 
dence of the Filipino incapacity to take hold of business or 
industrial affairs could be offered. If the Japanese chose to 
bring pressure on the Filipinos by shutting off their fish 
supply, they could do so. 


In many respects, the Philippine and the Japanese archi- 
pclagcrs make up complementary areas. The Philippines 
must be developed. The islands cry out for the energy, the 
genius, t he organizing ability of somebody like the Japanese. 
If only the question of political dominance could be waived 
f":groups of islands handled by a 
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li ‘‘ 1945 AND AFTER 

Anietkaas ate no longer interested in colonizu^ nor in 
digging lot^ hours in the dirt. The United States has 
enough cotton, enough sugar from nearer home, enough 
rubber from other sources, and, while it can profitably use 
many Philippine products, it has no great need for them nor 
a population pressure to force Americans into the islands. 
Neither Filipinos nor Americans are likely to develdp the 
big areas of the islands soon enough. The Filipinos are an 
interesting, a lovable, a cultured race. Their genius is 
politics. They love music and dancing. Being mostly of 
Malay blood, living in the tropics, they are not given to 
hard, unremitting toil, nor have they much organizing 
ability. 

Taking a biological view of the situation, it would seem 
almost certain that the Japanese will come in. They need 
what the Philippines have to offer, and the Philippines need 
them. But will the coming of the Japanese be of a nature 
to permit the Philippines to work out their own destiny ? 
Here, again, we are crystal-gazing. Perhaps it will. 
Perhaps the Japanese will come slowly. They have their 
political troubles elsewhere without violating Philippine 
soil. But in fifteen or twenty years it would be natural to 
see more and more Japanese colonies on Philippine soil, 
Japanese organizing ability directing some of the mines, the 
forests, and the plantations. If this outlet for hard-pressed 
Japan could be afforded in an area whose political integrity 
were guaranteed by the great Powers, led by the United 
States, then it might be a safety-valve for the whole Far 
East, and the Filipinos would derive economic benefit from 
their thrifty neighbors. 


IV. 1945 AND After 


T his is a dreamy picture. It is dependent upon getting 
the Philippines safely through their present transition 
phase. Two Philippine crises are already dated : the years 
1940 and 194 j. In 1940, unless the United States gives the 
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Mands a good trade agtcemeiit, thek economy wiil be 
subjected to the rude shocks outlined earlier. Perhaps they 
can veather the storm, but it will be a veritable 
It is mote likely that the United States will agree to a so-so 
trade aptcement, one that compromises between ti» 
interests of the Filipino exporters and the supposed interests 
of the American sugar-beet growers, cottonseed producers, 
anti dairymen. Such an agreement might force the islands 
into mt>fc efficient methods of production without ruining 
them altogether, and thus enable them to penetrate other 
markets in the world. It would also stimulate diversifica- 
titm of crops. The economic pinch would doubtless maW 
the Filipinos regret their independence bargain, and perhaps 
force them to plead for continuance of dominion status, 
which they would hope to involve better tariff terms. 
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la 193), when the Indq>eadeace 4 as first 
etucted, the Rqmblican Ptesideet Hoover and jhis leading 
Gibiiiet officials, with Mr. Sdinson most prominent as a 
fotmer Govcmot-General of the islands, opposed its 
passage with all their might. It was carried over the presi¬ 
dential veto, simply because the American farmers were 
down and out, and their lobbies were omnipotent. Since 
thai, the farm lobbies have plucked a great many other 
pltims from the tree. While not precisely surfeited, they 
have had a hearty meal, at least from the coimtry's view¬ 
point. If in 1944 or thereabouts the farm lobbies are still 
well-fed, their influence is not likely to be so great as in 
1953, and there would be a chance of extending the Philip¬ 
pine Gammonwealth indefinitely. Other things, that is, 
being equal. 

Outwardly seeming, this would be asking the United 
States to shoulder a burden in the Far East—^the same old 
burden picked up again. But the question for the American 
people will be, both in 1940 in economic terms and in 1943 
politically: “ Which is likely to involve us in greater 
difficulty, to take out an insurance policy against instability 
in the Philippines, as dominion status might be, or to 
throw the islands into economic and political uncer¬ 
tainties ? ” Without economic viability, the islands are 
likely to suffer a political breakdown. If the United States 
pulls out ostentatiously in 1943, such instability might ensue 
that the Philippines would be the reagent precipitating the 
whole Far Eastern devil’s brew. In face of that threat, it 
would be the less commitment, less of a burden, to take an 
insurance policy in the form of dominion status. The 
smaller responsibility wovdd avoid the greater; for the 
collapse of the Philippines and a Far Eastern fracas would of 
course soon involve the United States. There are nine 
years in which to think it out. 

The United States of America, 

July 1936. 



NEUTRALITY TO-DAY 


T he louder the rumours of war, the more talk there 
inevitably is about neutrality, what it means and how 
it may be preserved in the modern world. Ideas on this 
subject have changed profoundly in the past generation, 
mainly under the influence of two major developments— 
the inability of the United States to preserve her neutrality 
in the world war of 1914-18, and the signature of the League 
of Nations ('.ovenant and the Kellogg Pact, w'hich are both 
alike Iwscd on the fundamental hypothesis that war any¬ 
where is the concern of every nation. On the one hand, 
those who hanker after neutrality as a general guide to 
national policy realise far more clearly the difficulties that 
have to lie overcome, and the sacrifices that may have to 
be made, if the war from which they are to stand aloof 
IS a world war; on the other hand, the greater number of 
the nations of the world have openly abandoned the strict 
theory of neutrality in wars that are less than world wars. 
The hope cmlxidied in the Covenant was that this relin¬ 
quishment of strict neutrality would itself serve to stamp 
out l(K:al wars and so prevent world wars, by instantly 
ranging the vast majority of nations on the side of the 
viaim of aggression. 


I. I nr. United States and Neutrality 
^llh failure of the League to stop Italy’s aggression 



THE united states AND NEUTRAUTY 

the United States, the Eutopean ex-neutxals of the last 
war, and certain of the Dominions of the British Gammon- 
wealth. The lessons of the . Abyssinian crisis and its 
aftermath appear in a differentR^t for each of thtse groups. 
The position of the United States, on that occasion, was 
not prejudiced by membership of the League of Nations, 
but it seemed likely to be prejudiced by the fact thit the 
League’s intervention, even if it did not turn a colonial 
conflict into a major naval war, might cause severe friction 
between the sanctionist Powers and countries supplying 
the aggressor with sinews of war. At the same time, 
the American signature to the Kellogg Pact, the existence 
of a certain volume of pro-League sentiment in the United 
States, and the personal predilections of the President, 
disposed the American Government towards helping rather 
than hindering the operation of sanctions. 

The resultant of these forces was a presidential proclama¬ 
tion on October 5, 1935, imdcr the hastily passed Neutrality 
Act of the previous August, banning the export of arms, 
ammunition and implements of war (including, incidentally,, 
all aeroplanes and aircraft engines) to either belligerent, 
and admonishing United States citizens not to travel on 
ships of the belligerent countries; and statements by the 
President and Secretary of State (having no executive 
sanction) laying down the policy of the Administration 
as being to discourage the abnormal export of “ materials 
that prolong the war”. The raising of loans for Italy 
was already automatically barred by the Johnson Act 
directed against war debt defaulters. These moves must 
be viewed in relation to two important facts. First, the 
disinterestedness of the United States (which might be 
presumed as the foundation of a policy of strict neutrality) 
had been denied by the American Secretary of State in a 
statement to the press on July 12, in the course of which 
he said: 

The Pact of Paris is no less binding now than when it entered 
into by the sixty-three nations that are parties to it. By form 
3E 763 
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SS the Maintenance of the pact and the SJ^ty of the ifltefr 
national commitments assumed thereby ^ 

maintenance of peace among the nations of the -world. 

Sccondh, when the proclamations -were made under the 
Neutrality Act. the League of Nations had already decided 
upon a collective policy of withholding arms and certain 
other military supplies from Italy, embargoing her eqiorts 
and forbidding Joans to her Government or nationals. 
In other words, the policy adopted by the United States 
at once safeguarded her own neutrality and operated against 
the violator of the Pact of Paris, because while it limited 
her own liabilities it enhanced the pressure exerted on the 
aggressor liy the League of Nations. 

'I'hc breakdown of economic sanctions has exposed to 
I lie United States the prospect of a situation in which this 
icconciliation would be by no means so easy. The League, 
in some future war, might not be attempting sanctions, in 
which event a lian by the United States on lending money 
or selling armaments to either belligerent, or using his ships, 
and the discouragement of “ abnormal ” exports to either 
belligerent, might merely give away trade to her compet¬ 
itors, while doing nothing to stop the war; or might even 
aid the aggressor if—an all too likely hypothesis—he relied 
less urgently than his victim on outside resources for the 
smews of war. On the other hand, if the League pushed 
sanctions to the pciint of war, or if other than League con¬ 
siderations were dominant, the conflict might conform to 
tlic type neither of a local war—as between Italy and 
Ah) ssima—nor ol a police war—as might conceivably have 
occurred l>c‘twccn a dcsi>erate Italy and an overwhelmingly 
superior combination of League Powers. In other words, 
^ hat has to be envisaged is another world war like the last, 
lought lictwcen evenly balanced sides and involving all 
the major Powers of Europe and some beyond, inclu^g 

Dulles and Armstrong mCanwekt Newtrali tC^nril 
on J orcign Relations, New York), p. 154. (CottllcU 
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Bctdsh Bn^te. la such a the putsuit of boattality 
tJnited States would be far more difiiciilt aad woidd 
involve far greater sacrifices of trade and pride. The poliqr 
of Coptat mreator (let the trader look out for himsdf), 
vdiich has been put forward as the jkcy to a successful bid 
for neutrality, is painful and hazardous, and even so. bears 
no guarantee of eventual success. 

Hence, along with a huge stimulus to isolationism in the 
United States, there has gone a realisation that the nation's 
critical interest is that there should be no world war to 
put her neutrality policy to a test it might not be able to 
withstand. Messrs. Dulles and Armstrong, two leading 
American authorities on foreign affairs who have made a 
special study of this problem, conclude : * 

The duty to help prevent wars is not primarily one which the 
United States owes to other nations. It is a duty which we owe 
to ourselves and which our Government owes to its people. . . . 
That we should reserve independence of judgment and refuse 
to commit ourselves in advance regarding our course of action 
in individual situations is only prudent. But if those controlling 
the course of American foreign policy, whether in the executive 
or legislative branch, place the United States in a position where 
it could not use its influence on specific occasions to turn the 
balance in favor of peace, then they are the ones who would 
be taking the grave responsibility of exposing this country 
again to the dangers of war—^not merely to the inconveniences 
caused by the fact that other peoples are at war, and not just to 
the common economic losses caused the whole world by any 
major modern war—but the risk of eventually being driven into 
war ourselves. 

It is not only to the United States that these words apply. 

II. The European Ex-Neutraes 

T he ex-neutrals of Europe have also been set a new 
series of problems by the failure of sanctions in the 
Abyssinian case, and by the more general consequences 
that arc flowing therefrom. Their general attitude towards 
the League has been that, while they desire it to be strong 
* Op. tit. p. 120. 
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as a bulwark for their own security and neutrality, they have 
never wished its strength to be drawn from commitments 
that might drag them into war over quarrels not their own. 
They consented to the imposition of economic sanctions— 
indeed they cordially supported it—so long as the risk of 
a League war was still round the comet, and so long as the 
conflict was far enough away to make it unlikely that they 
themselves would be the object of the aggressor’s retaliation. 
If, for example. Great Britain and France had been drawn 
into war against Italy in defence of the Covenant, the 
Scandinavian States would admittedly have been unable 
to claim the rights of neutrals, since as members of the 


I.caguc they could not be impartial, and indeed were already 
actively taking sides; but they certainly hoped and expected 
that they would not have to furnish armed contingents or 
be obliged to fight in retort to attacks on their territory, 
ships or nationals. Switzerland—whose position in the 
heape as a permanently neutralised State has always been 
equivocal—would not pledge herself, being a neighbour 
of Italy, to more than a dilute form of sanctions even in that 
nagrant case of international aggression. 

Now that it has been shown that economic sanctions 
u ill nor work unless backed up by superior force and by the 
wdincss to use that force, the ex-neutrals of Europe Lve 
placed in a difficulty. They clearly cannot hearties 
reform of the League that would tighten uo the 
automatic obligations of all League meXrrto^toT 

^^ercssot; for that would mea^ 

they have one and dl embarked on^^^ ^ that 

attd improvements of tbrir tlna? 
arc inclined to favour ^ atmaments. They 
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would divide the ssmctions obligations into two {>aits : on 
the one hand, a series of regional security pacts, and on 
the other a general obligation to impose mild non-military 
sanctions, on condition that the regional pacts were operat¬ 
ing and the directly interested Powers were already 
shouldering the really onerous burden. In this way the 
small ex-neutral Powers would combine the maximum of 
collective security for themselves with the minimum of 
commitment to fight in other countries’ wars. 

They realise, however, that if it came to another general 
European war their ability to keep out of it would funda¬ 
mentally depend, as it depended in the last war, on the ques¬ 
tion whether it suited the book of both belligerents to trade 
with them—and allow them to trade with the enemy— 
rather than to fight them. This, indeed, is one of the 
keys to the whole problem of neutrality in a world of power- 
politics ; how to make sure that the balance of interest of 
every major participant in the war will be on the side of 
respecting the desiderated neutrality. The particular 
answer depends partly on economic facts, partly on the 
military strength of the would-be neutral, and partly, of 
course, on geography. Thus the problem is radically 
different for the United States, supplies from whom to the 
central Powers of Europe would have to run the gauntlet of 
narrow seas commanded by France and Great Britain, by 
contrast with the Scandinavian group and the Netherlands, 
whose communications with the central Powers could 
hardly be intercepted by any outside agency. It has yet to 
be shown that air power has made any decisive change in 
a power-complex that is in this aspect predominantly naval. 


III. Neutrality and the Commonwealth 

T he Dominions of the British Commonwealth share 
many of the characteristics of the European “ neutral ” 
group. They are small Powers, incapable alone of defend¬ 
ing themselves against aggression by one of the great 
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unitary dictatorships. They have even less direct 
to the issues likely to give rise to a European war. They 
arc all members of the League of Nations, and like the cx- 
neutrals of Europe they have looked upon the League, 
not as a means of securing the maximu m of allies for the right 
side in the next war, but as a means of seeing that no “ next 
war ” ever occurred. They too have been tempted by 
plans to break up regionally the major coercive obligations 
under the (Covenant. It has always been Canada’s attitude 
that Article lo must be interpreted in this sense, and she 
came lA'ithin an acc of securing an amendment of the Coven¬ 
ant in accordance with her views. 


I'hc Dominions also share some of the characteristics 
of the United States in this connection. Except for the 
Irish Free State, whose geography makes her case unique, 
they are all distant from Europe as well as disinterested in 
its more explosive immediate problems. Their member- 
ship of the Cximmonwealth apart, their trading relations 
with a warring Imropc arc bound to be dominated by 
the fact that they lie beyond the curtain of naval power 
molding the west of that continent. And, like the United 
States, but unlike their European colleagues among the 
smaller League members, they are directly concerned with 
the power complex in the Pacific Ocean and the possible 
threat ot aggression by sea from Asia. 
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(thoQgh wisely) that they must iaevitably tun at the heels 
of aa^et country’s policy. The difficulty ia partkularly 
acute in Canada and South Africa, partly because each 
those Etomlnions contains a large element of non-Btidsh 
stock, partly because the security consideration is less 
obvious for them than for the Pacific Dominibns. Hence 
the bitter controversies over rights of neutrality and (what 
must be Implied therein) secession from the Commonwealth. 

The dilemma has hitherto been circumvented, and 
the Dominion neutrality issue pushed into the background 
even in South Africa, by reference to the Covenant of the 
League of Nations. The self-governing members of the 
Commonwealth, it was frequently argued, were also mem¬ 
bers of the League; their foreign policies, being League 
policies, were bound to coincide with each other without 
being forced uncongenially into the mould carved by the 
strongest partner; if a crisis should arise, they would all 
alike be bound by the same general obligations under the 
Covenant. One of the most striking expressions of this 
argument was contained in the report of a sub-commission, 
on “ War and Neutrality ” at the Toronto Conference on 
British Commonwealth Relations in 1953.* 

Old conceptions as to the declaration of war and as to neutrality 
can have little if any place in the policies of the law-abiding 
nations. ... In perhaps every case that can be imagined the 
machinery of the League or the obligations assumed under the 
Kellogg Pact will make clear to the nations of the Commonwealth 
the course that they should all pursue. 

The failure of sanctions in a test case has obviously com¬ 
pelled the nations of the Commonwealth to think hard 
about their position in this particular respect. The formal 
obligations under the Covenant remain intact, but even if its 
coercive provisions are retained on paper it is clear that for 
some time to come their universal nature will remain a 
dead letter. And if they are not universal the virtue has 
gone out of them as a solvent of the problem of neutrality 

* British Commonwealth Relations (Confidence 1933). Published 
for Chatham House by the Oxford University Press, pp. 179-181. 
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as between one part o( the Commonwealth and another. 
There may have been something of mere magic in the ILeague 
formula, but it was a magic that worked on the only occasion 
on which its efficacy was tested; for in spite of their varying 
national interests the Dominions all followed the lead of 
Great Britain at Geneva in imposing sanctions against 
Italy, and they split only when it came to the question of 
taking them off. Even in that case, however, there were 
hints of a possible inadequacy of the magic in the curious epi¬ 
sodes of .Mr. Mackenzie King’s description of the Canadian 
delegate’s initiative for an oil embargo as a personal sug¬ 
gestion * and f)f JMr. W. M. Hughes’s “ rustication ” out of 
office in Australia for having incautiously stated that 
there is no such thing as an effective sanction that does not 
mean war, a proposition that seems to have been fully 
borne out b)- subsequent events.f Certainly the magic 
Would lose its potency if the League obligations were carved 
up into regional pacts; for that might bring about a situ¬ 
ation in which one or several of the members of the Com¬ 
monwealth were regionally engaged while the others had no 
obligations under the Covenant to take part. This is one 

amoni; their citizens who h evidence that those 
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If Camda wanted to remain neutral in a first-class war Evolving 
Great Britain, she would very probably have to forbid the ei^rt 
of arms and ammunition to Great Britain and all dther bellieer- 
ents; forbid Great Britain and all other belligerents from floaung 
loans in Canada; and make it illegal for Canadians to enlist in the 
British forces or the forces of any other belligerent. If Canada 
were willing to do all that, as well as secede from the British Com¬ 
monwealth, she could perhaps remain neutral. If she is not will¬ 
ing to go the whole way, she would probably not stay neutral 
for very long.* 

If that is true of Canada, who lies so snugly in the strategic 
lee of the United States, how much more true it is of the 
more exposed Dominions. Hence the fact comes home to 
them—the same fact as the more far-seeing of American 
observers are seeking to bring home to the people of the 
United States—that an essential ingredient in a policy 
aimed at steering clear of war is an effort to prevent the 
outbreak of world wars. A world war, by definition, 
is a war in which Great Britain is involved. Hitherto 
the Dominions’ effort in this direction has been made 
through support for the anti-war clauses of the League 
Covenant. The reconsideration of those clauses has placed 
their own policy in the melting pot. Are they prepared 
to guarantee the peace everywhere, recognising as they 
now must that this guarantee means a liability to go 
to war ? If not, what liabilities will they undertake that 
are commensurate with their power and their national will, 
and that recognise their supreme interest in the prevention 
of world wars ? These rather than theoretical questions 
about neutrality and constitutional status are the real issues 
before the Dominions. Both they and other would-be 
neutrals are realising that avoiding war is not merely a 
paper principle but an extremely hard practical task, which 
may be greatly eased if they face it in company with their 
fellow nations of like mind. A “ League of Neutrals ”, 
including the whole of the British Commonwealth, is not 
beyond the borders of possibility. 

* “ Can Canada Remain Neutral ? ” in Maclean's Magavjne (Toronto), 
May 1,1936. 
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T UM Report of the South-West Africa Commission* 
was presented to the Union Parliament on June ii, 
It may be well to recall briefly the circumstances that led 
to the appointment of this Commission.t In the elections 
for the South-West Africa Assembly held in November 
1954, the United party, representing the bulk of the Union 
section vote and the fifth-province policy, secured the 
two-thirds majority required for moving an amendtnpnr 
of the constitution. A resolution in favour of the adminis¬ 
tration of South-West Africa as a fifth province of the 
Union was passed in the Assembly at the end of November. 
In January 1935 a deputation was sent to Qpe Town to 
interview the Prime Minister of the Union. Subsequently 
a Commission, consisting of Mr. Justice van 2 y], Mr. 
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tnvtstigaticttis over a tiride field with patience and di^tbugfa- 
oess. Ihe lesults of these investigations can best be som- 
imiised under the headings of native afiairs, finance, and 
cc»ismutional problems. 


I. Native Affairs 

T he Commission did not allow the acute difficulties in 
which at present the white population of the Territory 
is involved to obscure the fact that, out of a population 
estimated at 267,000, only some 31,000 are Europeans. 
Apart from the numerical preponderance of the native and 
coloured population in the Territory, the mandate imposes 
upon the mandatory Power a very definite responsibility 
for the welfare and advancement of its native and coloured 
races. To this aspect of the situation in South-West Africa 
the Commission gave due attention in its investigations 
and due prominence in its report. It is clear that up to a 
point the mandatory Power has fulfilled its functions 
satisfactorily. It has brought peace and honest administra¬ 
tion to peoples previously abandoned to the pursuit of 
tribal warfare in the north and rebellion in the south; 
and the evidence given, both by the Ovambos of the north 
and by the native and coloured groups in the southern 
portion of the Territory, is unanimous in admitting the 
benefits gained by the substitution of Union for German 
administration. 

In Ovamboland, with its Bantu population of 107,000, 
the system of indirect rule through the chiefs has been 
maintained. Tribal life and custom have not been inter¬ 
fered with, except in so far as missionary influence has tended 
to tone down their cruder features, and a handful of white 
officials, by enforcing peace in place of tribal warfare, 
has given the Ovambos, a primitive but vigorous and not 
unintelligent race, tjie opportunity to make the best of their 
traxlitional way of life. The Commission, while reporting 
fiivourably on conditions in Ovamboland, recommends 
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that in tegard to education and medical setvices, which, 
such as they are, remain at present almost entirely in the 
hands of the missionaries, the Union Government should 
take a more direct and sympathetic interest if it is to promote 
the advancement of this native population; and it observes 
that 


Ovamboland can i.ervc as an excellent laboratory for the study 
both of indirect rule and of the effects on a primitive race of a 
gradual introduction of more advanced methods. 


The southern portion of the Territory contains other 
native races whose tribal organisation, before the Union 
assumed the Mandate, had from one cause or another 
been crumbling. An attempt has been made in some cases 
to restore this orgamsation. Such a course was not pos¬ 
sible in regard to the Damaras, who before the advent of the 
white men were serfs of the Hereros and now are widely 
scattered as servants of the white man on farms and in 
villages. But the Hereros, who had been badly broken 
in their conflicts with the Germans before the war, and the 
Hottentots, were still sufficiently coherent to admit of an 
attempt to rehabilitate their tribal life. Reserves have been 
set aside for them, breeding stock suppHed, boreholes 
sunk, dams built, dairies established and vegetable gardens 
laid out. while this year a beginning is being made with 
education by the establishment of a government school 
in one of the reserves. 

Soim success and some progress have evidently attended 
these efforts; but a number of factors have hampered the 
work. A natural indolence of character and plTphy- 
of venereal disLe. 
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FINANCE 

bcneficcat and based on sound ptindples, but impeded by 
dfcufflstances beyond its control. Prosperity,' however, 
has now returned to the Union, and the Commission is 
unanimous in recommending 

that more active st^s be taken by the Mandatory for the develop¬ 
ment of the Non-European races from their present backward 
condition . . . and that financial appropriations be made for 
this purpose. 


II. Finance 

W HEN we turn to the question of finance, we come 
to one of the fundamental problems of the Terri¬ 
tory. Financial considerations have not only hampered 
the mandatory Power in fulfilling its task of promoting 
the advancement of the native races; they form.also one of 
the main roots of dissatisfaction among the white popu¬ 
lation of the Territory. Neither under German ^e 
nor since has South-West Africa been on a financially 
sound basis. The nature of the country and its climate 
make farming there a highly speculative and specialised 
undertaking, demanding intimate knowledge of local 
conditions and unlimited perseverance. Its two most 
valuable exports, diamonds and karakul, are luxury articles 
peculiarly sensitive to world conditions, and these have in 
recent years felt the full blast of the economic depression. 
Mining revenue, for example, which in 1925-26 produced 
dropped in 1932-33 to £\o,ooo. Drought and 
depression reduced even the old-established farmers to 
poverty; whilst the new settlers from the Union and the 
Angola Boers, whom the Union Government helped to 
establish in the Territory and who, given normal conditions, 
would in the opinion of the Commission have mostly 
proved suitable settlers, were caught by the storm before 
they found their feet and were reduced to extreme distress. 
Finally, outbreaks of foot-^d-mouth disease closed the 
Union market for considerable periods to the cattle of the 
Territory. 
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It may be utgcd that the years 1930-54 were years 
exceptional depression and that in normal conditions 
Territory might reasonably be expected to stand on 
own feet. The Report, however, surveys the 14-yeax 
period from 1920 to 1934, a period that includes 10 pros¬ 
perous years; and its conclusions do not encourage a 
belief that the Territory may prove a financially stable 
autonomous unit. The revenue of the Territory during 
this 14-ycar period averaged some £joo,ooo per annnin, 
whilst the debt incurred to the Union Government, in¬ 
cluding interest-bearing capital expenditure on railways, 
amounted to more thair ^'3,500,000. In 14 years, therefore, 
the Icrritory incurred, per head of the white population, 
a debt almost equal to that incurred by the Union in the 
whole period of its e.xistcncc (£116 per head as compared 
with £155). Interest payments on this debt are a heavy 
drain upon the revenue of the Territory even in good 
) cars and necessitate the seeking of further loans from the 
mandatory Power, liconomic distress and financial in- 
stabiUty tend constantly to exacerbate the c.xisting racial 
and political animosities in the Territory, and provide those 
who desire the incorporation of South-West Africa in the 
more prosperous and stable framework of the Union with 
brcad-and-buticr arguments which they are not slow to use. 

Whatever the Icmtory’s constitutional future may be 
fiTmakestwo main recommendations 
m regatd to us tinances. In the first place, in order to in- 

and in fairness to the 
Union taxpayer, it suggests that income tax and personal 

wh,ch tavc hM,c.,o be™ to 

to,, tounci.1 bcXlS’nrT''^'^ 

by mS, 
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bat ia a form that will not entail annual appropdaticms 
ftomthe Tetritory’s tevenue fot the setvice of the debt. 

The form (says the Report) which such assistance may take 
should bear due regard to the character of the Territo^ as a 
Mandated Territory. The fact that the assets which may be 
created with die help of such financial assistance will not be assets 
of die Mandatory is a material ^int. We would favoui the 
creation of a separate account which we would call the “ Mandated 
Territory Devdopment Account The ownership of the assets 
of this account should vest in the Union government. All 
amounts voted by the Union Parliament for the assistance of the 
Territory should be credited to the account, from which issues 
should be made under Parliamentary ^propriation. Interest 
and redemption on loans made in the Territory out of monies 
so appropriated should be credited to the account. 

This proposal, by relieving the revenue of the Territory 
from the burden of annual debt payments, may well help 
to break the present vicious circle of deficit and loan. 


III. The Future of the Territory 

F inally, let us consider the constitutional problems 
of the Territory. In regard to the administration of 
the native peoples, for which the Union Government 
through its Administrator is directly responsible, the Com¬ 
mission, as we have seen, levelled such criticism as it had to 
make at the inadequacy of the Mandatory’s constructive 
contribution towards native advancement; the form of 
administration it regards as satisfactory. When, however, 
it surveys the form of government at present enjoyed by 
the white population, it has a different talc to tell. It 
finds unanimously that the present form of government 
is a failure and should be abolished. 

After the withdrawal of martial law in 1920, the Terri¬ 
tory was till 1926 governed by an Administrator with full 
legislative and executive powers appointed by the Union 
Government. He had the ■ assistance of an Advisory 
Council on which the German and Union sections of the 
population were equally represented. During the greater 
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part o( this time these two sections of the community, 
unhampered by politics, worked amicably together on 
economic lines for the development of the Territory. 
Demands began to be made, however, for a more popular 
form of government, and in 1926 the South-West Africa 
Constitution Act came into force. It granted the Euro¬ 
pean population of the Territory a modified form of 
representative government, with a Legislative Assembly of 
18 members (tz elected and 6 nominated), an Executive 
Committee consisting of the Administrator with four other 
persons chosen by the Legislative Assembly, and an Ad¬ 
visory Cxjuncil of eight members to advise the Adminis¬ 
trator on matters outside the competence of the Legislative 
Assembly. In order to acquire the franchise it was 
necessary for the German section of the population to 
become naturalised Union subjects: partly under the in¬ 
fluence of the German Government, all but 500 out of the 
a,000 male Germans then in the Territory accepted auto¬ 
matic naturalisation. 


Soon, however, politics came to be embittered by racial¬ 
ism and parties grouped themselves on racial lines. To the 
Germans their naturalisation seemed to break the last 
link with the Fatherland, and the application to the Territory 
shortly afrcru;ards of the Union’s new Naturalisation Act 
of 1^6, lequmng five instead of two years’ residence as a 
qualification tor naturalisation and therefore for the- 
franch.se seemed to them to be a breach of faith whiS^ 
placed the German immigrant at a serious disadvantage 
^ compared with immigrants from the Union TWs 

fiticaJ fnaion was incessant, until in 
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195X—3a attempts were made by members of both'sectioas 
to compose their differences with a view to securing ftom the 
Union Government extended powers for the Legislature 
and Executive of the Territory. The attempts, however, 
broke down, racial passions became more inflamed, and in 
1933 occurred the event that has rendered all hope of 
German co-operation in the Territory futile: in January 
of that year the National Socialist patty attained power in 
Germany. 

Both inside Europe and outside, Nazism has created a 
terra irredenta in almost every area beyond the frontiers 
of the present Reich where Germans are settled. Colonial 
claims have for the past few years figured mote and more 
prominently in the Nazi programme, and the handful of 
Germans in South-West Africa have learnt, not without 
instruction from Berlin, to regard themselves as an outpost 
garrison holding the fort in Africa against the day when 
Germany once more becomes a colonial Power. An account 
of events in the Territory during the years 1933-34 
will be found in an earlier issue of The Round Table.* 
Briefly, the Nazi leaders in the Territory effected by the 
usual methods the Nazification of German political, cul¬ 
tural, educational and youth organisations in South-West 
Africa, the purpose and method being succinctly described 
by the Nazi Territorial Leader in writing to a patty sub¬ 
ordinate : 

Our object here is to drum Hitler’s programme into the Ger¬ 
mans here to make a fight for the return of South-West to Ger¬ 
many as soon as possibfc, by calling everyone a traitor, and treat¬ 
ing as a traitor, everyone who does not think and act similarly. 
The territorial group keeps in touch with the authorities of the 
Homeland. 

The suppression of the Nazi organisation in the Terri¬ 
tory in October 1934 has not, in the opinion of the 
Commission, substantially altered the position. Nazi 
activities continue in disguise and, politically, have con¬ 
centrated themselves behind cover of the Deutsche Bund, 
* No. 98, March 195 j, pp. 426-429. 
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the oflBdal poUtical organ of the Germans of ^ Temtt^. 
The Bond, indeed, is Nazi in aU but name. As the Rqrait 
observes: 

The Bund, as a whole, is pledged to trte its poUcy according 
to directions received from Germany. T^re « room for 
individual thought or action in the Bund. It Im b^me a 
voting machine pledged to noUtical and, at that, foreign dictation; 
the in^vidual is dragooned into conformity by threats of mprisd 
and persecution. The situation has become impossible. It 
leaves no room for co-operation between the democratic Union 
section and the German clement organised into a Nazi complex, 
which, through an ordered hierarchy, owes unquestionmg 
obedience and allegiance to the head of a foreign State. 

The mass of evidence presented to the Commission on 
this subject makes it clear that, however correct the official 
instructions of the German Government to its represent¬ 
atives in the 'ferritor}' against interference in the Terri¬ 
tory’s internal affairs, the Germans of South-West Africa 
have been successfully seduced from their allegiance to the 
mandatory Power. There as elsewhere Nazism regards 
the officially spoken or written word merely as a con¬ 
venient smoke-screen for action and as a plea in defence 
in case the action is discovered. 

Such, then, is the present political situation in the 
Territory—impossible, as the Report describes it. Politi¬ 
cal autonomy cannot succeed without the willing co¬ 
operation of both sections of the white population. As- 
things arc at present the German section is pledged body 
and soul to further the interests of a foreign State whose 
political system is the negation of democracy; whilst the 
Union section not only desires for economic and senti- 
mentai reasons incorporation in the Union, but also, as 
Mr. Justice van den Heever remarks in his Memorandwn, 
has failed at times to display that sense of political respon¬ 
sibility which would justify the continued exercise of the 
privilege of self-government. The Commission is thetc- 
torc unanimous m recommending that the present con¬ 
stitution be abolished; it also finds unanimously that “ there 



ot tub -TaBinia^ ' 

is ffi& lt0^ Oibstsde to the gova:mseat oi the Mi^tidatied 
Temtnsf as a pxovince of the Union subject to the 
Maadate ” 

At this point, howevet, unanimity ends. Each o£ the 
thxee commissionets contdbutes a memotandum setting 
fotth his recommendations for the future administration 
(rf the Territory. The Qiairman, Mt. Justice van Zyl, 
favours the fifth-province policy, with direct control by 
the Union departments, representation of South-West 
Africa in the Union Parliament, and local administration 
by a provincial council after the fashion of the other four 
provinces. Closer association with the Union would, 
he thinks, benefit the Territory, in that it would share with 
the other provinces the direct attention and financial 
favours of the Union Government; in view of the probable 
long continuance of the mandate the Union would ulti¬ 
mately profit by turning the Territory into an asset within 
the framework of the Union; as far as politics are concerned, 
representation of the Territory in the Union Parliament 
and a scrupulous observance of the terms of the mandate 
might eventually wean the German section to friendlier 
co-operation; finally, such a form of administration 
would help to remove the uncertainty as to the future of 
the Territory which at present lies at the toot of much of 
the political tension in South-West Africa. 

The second member of the Commission, Mr. Justice 
van den Heever, dissents from this view. Incorporation 
would be effected in face of the opposition of neatly half 
the small white population of the Territory. Further¬ 
more, 

South-West Africa is a new and undeveloped country. . . . 
To apply the pattern of Union administration to South-West 
Africa would be to put new wine into old skins. Many of the 
Territory’s difficulties are due to the fact that its admimsttation 
and its social services were to a certain extent modelled on those 
of the Union. To apply to it the forms of government and the 
policies of an older and more settled community would be to 
burden it with over-administration. 
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He considers therefore that the Schedule to the Act 
Union providing for the administration of backward 
ttttitocies upon their transfer to the Union should be applied. 
Under such an arrangement the Territory would be ad¬ 
ministered by a Resident Commissioner, responsible to 
the Prime Minister or some other specially nominated 
Union Minister with an Advisory Commission. Legis¬ 
lation for the Territory would be in the hands of the 
Governor-General in Council, subject to the approval of 
the Union Parliament. 


The third member, Dr. Holloway, viewing the depriva¬ 
tion of the white citizens of the Territory of all represent¬ 
ative institutions as a retrograde step out of accord with the 
democratic traditions of the Union, advocates a compromise 
between the two extremes recommended by his colleagues. 
He would like to see native affairs, land settlement, minin gs 
justice and police administration integrated with those 
departments of Union administration. Control of the 
budget should be exercised by the Union Department of 
Ftnance; education, a peculiarly controversial subject 
m the Territory, should be vested in the Administrator, 
who would be subject to the financial control exercised by 
the Union Government through the budget. Other 
matters of a less controversial nature and less likely to 
txcitc racial passions, such as agriculture, public wiks 
postal services, roads and bridges and other local govern^ 
.»n aa,v,n„, should be left in ,he control of*°I^ 

.n*ed ";'3 prosit" -If^ent 
~„t:on“:f .nouiw:, Xa 

»ceou„t of condition,* in onTjIhe 

areas in Africa. It is unfort., ^ ^ u controversial 

most important task th^ of m l 

that of making recommendations 
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as to the political future of the Tettitoty, uuanunity is 
alMcnt. The course of action likely to be taken by the 
Union Government is impossible to forecast. But the 
matter is urgent; for the political tension in the Territory 
is constantly aggravated by the uncertainty of the political 
future, and it is vital for the Union to make up its mind 
on the subject, before Nazi colonial ambitions pass from 
the realm of propaganda to that of action. 

Union of South Africa, 

July 1936. 
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MR. DE VALERA CHANGES 
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1 . The New Constitution 

E ARL"^' in May Mr. de Valera returned to Dublin 
from Zurich, where one of his eyes had been operated 
on for cataract. His sight is said to be improved, but it is 
understood that treatment of his other eye will be neces¬ 
sary later. 11 is return, as had been expected, was at once 
followed 1 ))’ the abolition of the Senate. His dexterity in 
suddenly changing his political front has never been better 
cxcmpliiitd than by what followed. For two years he has 
conducted a campaign for the abolition of the Senate. 
But when the final debate on the abolition Bill took place 
in the Dail on May 28 he calmly announced that the door 
was not definitely closed; whether the new constitution, 
which he proposes to introduce in the autumn, would be 
liascd on the principle of one chamber or two would 
depend, he said, on whether it was possible to devise a 
second chamber that could be of value and not a danger. 

. WicthcT the danger was to the State or to the Fianna Fail 
party was not made clear. Later in the same debate he' 
promised to consider a suggestion, made by Mr. James 
i:)ill()n, T.a, one of the Opposition leaders, that the 

rr W L [ " commission to devise a 

workable scheme. A somewhat similar suggestion made 
} the Senate for a conference between the two Houses 
Mr ^he Govemment. To students S 

era s methods it then became obvious that his 
teal object, the destruction of the existinrw f 
been attained, the question whether we were to hav^f 
chamber or „o. 
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die ftffinnadvc. Odier forces have no doubt help^ to 
change his mind; for both the Catholic Church and comr 
Goefcial interests are thoroughly alarmed at the prospect of 
a single-chamber government and have probably made 
their voices heard behind the scencs- 

A few days later it became known that the Government 
had approached Mr. Cosgrave and asked him to nominate 
s6me members of his party to serve on the proposed 
commission. This Mr. Cosgrave refused to do, on the 
grounds that his party had always been in favour of a 
second chamber and therefore saw no necessity for the 
proposed commission, and that it was only a tactical move 
to save Mr. de Valera’s face. In spite of this rebuff, 
Mr. de Valera decided to proceed with the project, and on 
June 9 the personnel of the commission was announced. 
It consists of twenty-two members presided over by the 
Chief Justice, Mr, Hugh Kennedy, K,C., and is quite 
representative, although naturally it has a majority of 
Government supporters. Amongst the other members are 
five Independents, two civil servants, and three unofficial 
representatives of Mr. Cosgtave’s patty. The commission 
includes five members of the old Senate, namely, Mr. 
Joseph Connolly, former Minister for Lands and recently 
appointed head of the Board of Works, Sir John Keane, 
Mr. S. L. Browne, K.C., a distinguished lawyer, Mr. 
Thomas Johnson, one of the leaders of the Labour party, 
and Mr. Richard Wilson, a representative farmer. The 
independent members include two of the Dail members 
for Trinity College, Professor Thrift and Dr. Rowlette; 
three of the professors of the National University, Professor 
Daniel Binchy, formerly Free State Minister in Germany, 
Professor Michael Tierney, one of our clearest politick 
thinkers, and Professor Alfred O’Rahilly, who was one of 
the committee that drafted the original constitution; and 
last but by no means least Mr. Frank MacDcrmot, T.D., 
who is undoubtedly the cleverest and most courageotis 
Independent member of the Dail. The Commission has 
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hdd tevend sittings, and there can be little doubt 
that it will present a report in favour of a second chamber, 
which the Government after due consideration will accept, 
with or without modification. Its terms of reference arc 
to consider and make recommendations as to what should 


be the functions, powers, number, qualifications, method 
of selection, peri^ of office and payment of a second 
chamber if the Government decides to make provision for 
such a chamber in the constitution. The position now 
apparently is that, while the Opposition is definitely in 
favour of a second chamber, the Government, now that 
the obnoxious Senate has been abolished, is willing to be 
convinced of its necessity. 


The urgency fin a decision on the question arises from 
the fact that the proposals for a new constitution are to be 
shortly embodied in a Bill, which before it becomes opera¬ 
tive is to be submitted for the people’s approval by way of 
referendum or general election. Mr. de Valera believes 
he can now formulate a constitution which, at least as far 
as internal affairs arc concerned, will be practically per¬ 
manent in form, and he has appealed to all parties to 
co-operate in this work. He thinks that the new con¬ 
stitution should not be open to change without a referen¬ 
dum or special constituent assembly, and that the existing 
position, m which It can be changed by the act of the 

drafted after a tcvolmion and brought into force 
during a civil war. Instead of representing the agteemeSe 
of lint bes, pjiluiral ihinkers. i, was a colplieafed ram 
promise hastily conceived and painfully delivered For 
hi. political parents cannot‘be biased. S 

that have proved unworkable. In a ve^ co^! 
ptrrurchal, agricultural country- it set ud a 

democratic system of government with a 

786 K^'cmmcnt with inadequate safe- 



im NEW CXDNSTrrUHON 

guasds against its abuse. The miiacle is that it Im'worked 
so well. , 

The Senate was designed on the alternating model, the 
dominant party in the Dail securing control after a pre¬ 
liminary period. It did not function properly because 
the Fianna Fail party did not enter the Dail till 1927, and 
because the first nominated Senate, owing to the civil war, 
was not fully representative of all parties. It has been 
abolished because it was critical of the Government’s policy 
just as it was coming under their control. On a long 
view, it saved the Government from themselves. Its pres¬ 
ence prevented them from repealing the Public Safety Act 
when they were first elected, and W'ithout this Act they 
would now be unable to govern the country. Its rejection 
of the Bill for the abolition of the oath of allegiance enabled 
Anglo-Irish relations to adjust themselves during a very 
difficult period. Fiiully, its rejection of the Uniforms Bill, 
aimed at the Blue Shirt movement, probably saved the 
country from serious disturbance. This Bill has now been 
quietly dropped, although its rejection was the immediate 
cause of the abolition of the Senate. The real case against 
the late Senate was that it was too weak rather than too 
strong. It allowed some of the worst legislation of both 
the Cosgrave and de Valera Governments to pass without 
effective protest or amendment. From the welter of 
controversy surrounding its demise two facts emerge: 
first, that the ideal Senate, which Mr. de Valera sighs for, 
is no more obtainable than an ideal Dail; and second that 
a second chamber of some kind, with effective powers of 
delay, is better than none. This power of delay, as the 
history of the late Senate proves, is the root of the matter. 
A second chamber without it will be merely an expensive 
political toy and an asylum for old party hacks. 

Speaking in the Dail on June 24, Mr. de Valera said 
that in the new constitution they proposed to abolish the 
office of Governor-General and substitute for that func¬ 
tionary an elected representative of the people, above 
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patty, who would be the cetemonial head of the Stat» a&d 
the supieme guardian of our constitutional tights. It is 
clear that by this step he ptoposes to commit one more 
glaring breach of the Treaty, but that no longer occasions 
any surprise. No doubt when this has been done he will 
daim that the Free State is only externally associated with 
Great Britain, and that he has gone as far towards a 
republic as is possible under existing conditions. It 
temaiiu to 1 -k: seen whether he also intends to eliminate 
the King entirely from the constitution, as this of course 


would destroy an essential element in membership of the 
British Commonwealth. There remains the question who 
the new head of the State, presumably to be called the 
President, is to Ik-, and w-hat are to be his powers. If he 
is really to Ik the guardian of our constitutional rights, 
what is to be the function of the Supreme Court ? These 
and many otlier important questions cannot be answered 
until the draft constitution is published. His personality 
need not. however, be in doubt; for it is reasonably 
certain that Mr. dc Valera has decided that only one person 
can successfully fill the bill, namely himself. In such a 
position he might well await the result of a general election 
with equanimity, since the office of President would doubt¬ 
less be guaranteed, at least for a considerable period 
apinst political assault. It is therefore not impossible 
that we shall shonly have to consult our dictionaLs for 
an cnuscularcd Gaelic equivalent of the title FuAnr 

rhe results of the recent urban elections prove that 

. “ con.olfd«i„g U 

Mayor. Aldcrma^ Alfred K 

kntiwn in Ireland as Mr de\^aJerrK° i? ^ 

make success certain they aboLhe^ffir^'^- i 
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jgq^ster, vhkfa enabled the business oommunitf tt> cetoxn 
five meiDbexs to the Dublin Gotpoxation, end aJ^ admitted 
all dtizens over twenty-one to the munidpal ftanchise. 
In addition, several members of the Government threw 
themsclves.idolcntly into the ftay. The Lord Mayor, who 
is a man of tremendous courage and energy, and (although 
an Independent) a friend and supporter of Mr. ^sgbive, 
took up the challenge, and, with the assistance of the 
United Ireland party, completely routed the Government 
candidates. Of the thirty-five successful candidates no 
fewer than twenty are his supporters, and his re-election 
as Lord Mayor followed. The United Ireland party are 
now the largest party in the Dublin Corporation. It is 
clear that if the Government wish to defeat “ Alfie ” Byrne, 
as he is popularly known, they will first have to abolish 
the Dublin voters. It is interesting to note that among 
his alleged misdemeanours was the fact that he attended 
King George’s funeral as representative of the people of 
Dublin when Mr. de Valera had not the courage to go. 

The result of the Dublin elections is all the more remark¬ 
able in that Dublin has benefited more than any other 
portion of the country by the industrial expansion poUcy 
of the Government and has not suffered like the agricul¬ 
tural districts. In Cork and other places the Government 
candidates also fared badly. Parnell once said that “ what 
Dublin says to-day Ireland will say to-morrow”, but it 
would be foolish to imagine that any real comparison is 
possible betwen a municipal and a parliamentary election. 
In the present state of the United Ireland party’s organisa¬ 
tion, it is doubtful if the Government would be turned 
out of office at a general'election; for Mr. de Valera’s 
power and prestige are still great. The Lord Mayor of 
Dublin’s victory has proved, however, that Fianna Fail is 
losing ground and might well be defeated if the United 
Ireland party were properly organised and put forward a 
definite policy, which, whilst preserving our national rights, 
aimed at frie^ly co-operation with Great Britain. 
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Mf. James Dillon, who is one of its ablest membets, 
^leaking in the Dail on July 9, indicated an apptoach to 
such a policy. He said that the greatest crime Mr. de 
Valera had perpetrated against Ireland was that he had 
used ail his powers to persuade the people that national 
sovereignty and independence were inseparable from the 
conception of a republic, and that unless they had a republic 
they could not have national sovereignty. That statement 
was false. It was, he said, because the Opposition believed 
that the national sovereignty of this country and its tradi¬ 
tional claim to independence were effectively vindicated by 
membership of the British Commonwealth that they stood 
for that constitutional position. He submitted that the 
only effective means of vindicating the right of this country 
to Ijc sovereign and independent, the only effective means 
of securing the unity of Ireland, and the only effective 
means of maintaining these things for all time against the 
aggressittn of any European Power, or even Great Britain 
herself, was to establish and maintain their position as a 
8o\ crcign State within the Commonwealth. Mr Dillon’s 
speech proves that the United Ireland party is prepared to 
fight for the things that really matter, and that must be the 
attn of cvety Irishman who is not purblind with hatred. 

That party and the entire nation have suffered an irre¬ 
parable loss from the tragic death of Mr. Patrick Hogan 
ly., m a mowr aeddem on July t,. Mr. Hogan, who 
war Minmcr for Agriculture in the Cosgtave Go^mment 
was a tnan of great ability and integrity. While in office 
he taught the Irish fattnets the nefess ty for arefol S 
eflficicni marketing of their orodurf. ° 

by pmfession. he was also 3 practical ferTe ^ 
rare, combined an educated A • what is 

cnce. He dtsMciti “ "tr'* 

nationalism now so popular a^Th'T 

CHiggl^, he w. an S:U-en“^i';^'o?‘;,SS 
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humbug. Although he had lately taken small part in 
politics, his counsel and courage will be sadly missed in 
our national life. 

n. The Government and the I.R,A. 

I T is not only as regards the question of a second 
chamber that Mr. de Valera’s policy has changed. His 
attitude towards the so-called Irish Republican Army had, 
until recently, been almost one of benevolent complaisance. 
The first action of his Government after its election in 
193a was to make a general gaol delivery of I.R.A. mem¬ 
bers, and to suspend the Public Safety Act, which had 
been passed shortly before by Mr. Cosgrave’s Govern¬ 
ment in order to stop the campaign of crime then being 
carried on by that organisation.* Speaking in the Dail on 
March 14, 1929, he said that the right of the Dail to be 
regarded as the legitimate government was faulty, and that 
the I.R.A. could claim the same continuity as his own 
party had claimed up to 1923. In October 1931, during 
the debate on the Public Safety Act, he referred to them 
as “ brave men for whom we should have decent respect ”. 
He apparently was simple enough to believe that once the 
oath of allegiance was abolished these “ brave men ” 
would drop their terrorist activities and become respectable 
politicians like himself, but of course they had no more 
intention of doing so than they have now of accepting his 
new constitution. 

Since the murders f of Admiral Somerville and the boy 
Egan it has become obvious that unless the Government 
made up its mind to deal firmly with this organisation the 
country would relapse into anarchy. These crimes were 
soon followed by wholesale arrests of I.R.A. leaders 
throughout the country and their trial before the Military 
Tribunal on charges of refusing to answer questions framed 

* See Thb Round Tabi.e, No. 8j, December 1932, p. 143. 
t See The Round Table, No. 103, June 1936, pp, 582-583. 
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the Public Safety Act. On May ai Mr. Maufkst; 
Twomey, the leader of the I.RA., who has been evadifflg 
arrest for some time, was arrested, ludicrously enough, as 
he was leaving a church after attending mass I He was 
duly tried by the Military Tribunal on June 19 and found 
guilty of being a member of “an unlawful association 
which without lawful authority purported to maintain an 
armed force,” and of refusing to give an account of his 
movements. He was sentenced to three years’ imprison¬ 
ment. Evidence was given by the police that after his 
detention his house was searched and various documents 


were found relating to the Republican Army organisation, 
including one to the effect that “ the I.O. South Kilkenny 
reports that the battalion O.C. and the battalion adjutant 
were questioned in connection with the Dungarvan shoot¬ 
ing.” 'rhis was a reference to the murder of Egan, for 
which a motor mechanic from Clonmel named Michael 
Conway was tried by the Military Tribunal on July 16 and 
sentenced to death. The accused refused to recognise the 
Court or employ professional assistance. The principal 
evidence against him was a fingerprint found on the 
abandoned car in which the murderers had fled. The death 
sentence was almost immediately commuted by the Govern¬ 
ment to penal servitude for life. 


. On June 19 the Government issued a proclamation under 
the Public .Safety Act banning the I.R.A. as an iUeeal 
t^gamsation and prohibiting the annual pilgrimage of tLt 
^dy to the grave of Wolfe Tone at Bodensto^Sr on the 
fol owing Sunday, June 21. It is interesting to recall that 
Cosgravc Government proclaimed a 
.imilar demonstration at Bodenstown which was rr. u 
l>ecn held by Mr. de Valera and h^fnll ° 

tion with the I.R.A.* The wtd 
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^edid a&d cmuubuses wexe cuvxdled, and chrilkns 
wets vnxasd to keep away from the district. There 
no tremble at Bodenstown, and Wolfe Tone’s remains 
we« for once left to rest in peace. But in Dublin street 
fighting took place between the Civic Guards and republican 
sympathisers, without serious results. That the Gov^- 
ment is beginning to realise the value of the well-disciplined 
army it inherited from the Cosgrave Administration is 
obvious from the recent public statement of Mr. Aiken, 
the Minister for Defence, made at a military parade at 
Bodenstown on June 14, that but for their loyalty and 
discipline the Government would not have been aisle to 
continue its work or to meet the troubles with which it 
has been faced. 

In a remarkable speech at Balbriggan on June 21 Mr. 
MacEntee, the Minister for Finance, defined the attitude 
of the Government towards the I.R.A. He said that the 
decision to declare that body an unlawful association had 
not been taken lightly but only after the most careful 
consideration of all the circumstances. In dealing hitherto 
with members of this and other organisations who had 
been guilty of acts of violence, the Government, he said, 
had been merciful and considerate. Because of circum¬ 
stances that had their origin in the struggle for independ¬ 
ence and the civil war, they had been anxious to deal 
leniently with people whose unbalanced judgment or 
unreasoning antipathies had led them into violent courses. 
That leniency, however, had been abused, and that con¬ 
sideration had been interpreted, by those to whom it had 
been shown, as weakness. They and their followers had 
now come to believe that an individual had only to declare 
that he was a member of the I.R.A., and a soldier, forsooth, 
erf the republic, and he became at once the dictator of the 
parish, indemnified against the consequences of any crime 
he diose to commit, and licensed to kill human beings as 
if they were so many rabbits. Henceforward if anyone 
interfered with the person or property of his fellows he 
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would have to be prepared to face the full rigour of the 
law. The Goverrunent could not do any less and fulfil 
its primary duty. In these matters there could be but one 
authority, the lawful government set up by the people. 
Another organisation had deliberately challenged the 
authority of the people and had endeavoured to arrogate 
to itself the power of life and death. By this it had 
declared war on the community as a whole. If ordered 
life in this country was to continue, that arrogant challenge 
must l>c met and broken. After referring to the murders 
that have recently taken place, Mr. MacEntee went on to 
say that there was no excuse for them because the electorate 


was free for any man or party to put a policy before it, and 
if successful to become the government of the country. 

Tltesc clear and very necessary declarations have not 
l)ecn made a moment too soon. On several occasions the 
leaders of the United Ireland party have assured the 
(iovemment that it would have their full support in such 
a policy, and there was no excuse for the delay that has 
taken place in putting it into force. As Dr. O’Higgins, 
T.D., has lately pointed out, these murders are the direct 
result of the policy preached by Mr. de Valera and his 
colleagues from 1925 to 1932. Even Mr. de Valera him¬ 
self is apparently becoming conscious of this fact, because 
he stated in the Dail on June 25 that if his Government’s 

It and he added that in the new constitution means would 
>c provided for dealing with that organisation iT cer 
Ind tha^r ' Somerville has not died in vain 

administratiroT^h;?;^^^^^^^^^ 

■n.c Govemmen, ate 

set up by the Reniihlir-o« “legal a commission 
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hundred in number, confined in military prisons. It cer 
tainly seems as if the Government has at last burnt iti 
boats so far as the LR.A. arc concerned, and it was higl 
time it did so. 

As was to be expected, this sudden change of front ha! 
caused murmurings in the Fianna Fail party, whose mor< 
truculent stalwarts find it difficult to understand why theii 
good friends the I.R.A. have suddenly become anathema 
The party whip, however, is powerful, and so far only one 
serious defection has taken place, that of Mr. Tom Hales, 
T.D., one of the deputies for West Cork and a prominent 
fighter in the guerilla war against Great Britain. He has 
resigned from the Fianna Fail party on the ground that he 
cannot support the methods adopted by the Governmeni 
against the I.R.A. It is interesting to note that certain 
English supporters of liberty are also upset at the similai 
methods adopted by the Government of Northern Ireland, 
For once Lord Craigavon and Mr. de Valera are in the 
same boat, a fact that ought to bring home to outside 
critics that Ireland cannot be governed by English methods. 


III. External Affairs 

O N June 18 Mr. de Valera made two important 
speeches in the Dail, at the opening and close of the 
debate, in his capacity as Minister for External Affairs. In 
this arena also, the pressure of events has forced him to 
change his position. He said that the Government were 
satisfied that the League of Nations no longer commanded 
the confidence of the ordinary people in the world, that 
the nations were not ready to apply military sanctions, 
which in the last resort were essential to success, and that 
as far as Abyssinia was concerned the continuance of 
sanctions in any form would serve no good purpose. He 
added that he thought Mr. Eden had done his best and was 
now right in proposing their removal. Their failure was 
due, he said, to the hesitancy of France, who shrank from 
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ptepared to deal with the ttade question and the jSnancial 
question sepatately, but that the British Government for 
their own reasons wanted to link them with the settlement 
of the political question. There could, he said, be no 
genuine lasting peace between Great Britain and ourselves 
as long as a portion of this country was unjustly divided 
from the rest. As regards the annuities, he claimed that 
his Government were retaining moneys which they were 
satisfied belonged to the Irish people, and if the alter¬ 
natives were to continue as they were or to pay over 
those moneys, they would continue as they were. All of 
which leaves things almost exactly as before. 

Nevertheless, owing to the trade agreement with Great 
Britain, there has been a substantial improvement in the 
volume of trade and the price of live stock. For the 
twelve months ended May 193^ the visible adverse ttade 
balance has declined by over three million pounds, and 
both exports and imports have shown a small, though 
steady, improvement since the beginning of this year. The 
cost of living, however, has been seriously increased by 
the multitude of tariffs, which bear hcavj))^ and insidiously 
on all classes and seriously hamper the normal flow of 
trade. These tariffs have given additional employment to 
300 people during the last three years, but their average 
wage IS only 18s. yd per week. The Catholic Bishop of 

hc5. ated to sjKak his mind, has recently stated that the 
small farmers m the west arc in a dreadful condition, and 
a tc^iblc injustice because the British Govern- 

hlff the t demanded a second payment of 

Fxcheo J fby the British 
Mcquerfrom 193^10 1936 amount in fact to/i7 176004 

StatVr’^’^ amount withheld by thVpree 

tarmers plight, is costing the country in 
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subsidies about £i,6oo,ooo a year. On N^Unce the inert 
in toot crops has only been about 6,000 acres. 

Other e3q>ensive projects either contemplated or in { 
cess of development include the establishment of an 
refinery, the production of alcohol from potatoes, and 
formation of a state-controlled company with a capita 

1,000,000, subsidised to the extent of £f 00,000, whic 
to be given a monopoly of our at present non-existent 
unnecessary internal ait services. The Government 1 
propose to enforce the use of turf, in order to reduce 
coal imports and benefit the poorer parts of the coui 
where the turf bogs are situated. For this purpose t 
have introduced a Bill which will make it compulsory 
certain areas to purchase a certain proportion of turf m 
each ton of coal bought for domestic purposes. Com] 
sion, however, will be resorted to only in places where 
cost of turf compares favourably with the cost of coal 
which ate well served by suitable bogs. It is also propc 
to develop the cutting of turf by mechanical meth< 
How far the public will succeed in circumventing 
latest attempt at commodity regulation remains to be s« 
The results of the carefully laid plans to control the mill 
industry and the meat supply prove how difficult it is 
state interference to secure satisfactory results. In 
case of flour the wheat-grower has found it cheaper : 
less troublesome to grind his wheat in local grist mills 
do his own breadmaking, with the result that the coui 
is now overmilled and the price of flour has risen by 
shillings a sack as compared with Great Britain. In 
case of meat the attempt to fix a minimum price for 
stock has proved a costly failure and has been now virtu 
abandoned. 

One other development must be mentioned. 
Dublin Corporation, in conjunction with the Electrii 
Supply Board, has agreed to utilise the water of the Li 
in order to provide a new water and electricity supply 
Dublin. For this purpose it is proposed to build a gi 
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i^aenroir or lake of 5,000 acres on the xtrestem slope of 
the Wicklow mountains above Phoulaphooca waterfidl* 
where the Liffey comes down in a deep gorge towards Ae 
Leinster plain. This project, long advocated by Sir John 
Purser Griffith, Dublin’s distinguished and veteran engineer, 
will not only aid enormously in the development of Dublin’s 
water and electricity supply, which has become necessary, 
but also, by providing an easily accessible mountain lake, 
will add to the beauty and amenities of the capital’s 
surroundings. 

The Irish Free State, 

August 1956. 
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I. Back to the Land 

T he five-yearly term of Viceroys produces a curious 
pulse in the administration of India, or rather, one 
might say, noticeable variations in the beat. Whether 
this variation will be equally noticeable after the advent 
of federation is open to doubt; for it may be obscured by 
the greater variations arising from changes in Ministries. 
It has been so in the provinces since 1920, where the 
direct personal touch of the Governor has been in varying 
measure obscured by alternations of popular Ministries. 

A marked change is already observable since the advent 
of the present Viceroy. India has been preoccupied too 
long and too intensely, perhaps, in recent years with matters 
of politics and national status; the indications are that at 
least on the official side closer attention is to be given to 
broad matters that affect the life of every member of 
India’s 350 odd millions. 

Among the first objects of the new Viceroy’s endeavour 
has been to improve the quality of livestock. Public 
interest was quickened by his early act of presenting stud 
bulls to Delhi and his exhortation to others to go and do 
likewise; this, incidentally, has received a considerable 
response, partiy, it may be, from those who always assume 
the Viceregal hue whatever it is, but also out of a genuine 
conviction that the move is good in itself. There is no 
doubt that Indian livestock needs improvement, but 
unless care is taken the mere introduction of better specimens 
may be swamped by the continuing existence of excessive 
herds. The evil influence of this goes much further than 
is generally realised. There is no use letting valuable 
high-grade animals run with a poor herd. useless 
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iMads coastline pasture and fodder and pro tanto diminish 
the amount avaiiable for those whose development is to 
be desired. The excessive number to be provided for 
leads to encroachment on forests and to the denudation 
oi toil, the eventual result of which is alternating droughts 
and excessive floods. It is to be hoped, therefore, that 
along with the introduction of better stock will go some 
attention to the question of reducing the excessive pro¬ 
portion of useless animals. The difficulty here, of course, 
is the sacredness attributed to the cow, but it should be 
possible in time to raise the standard sufficiently without 
recourse to slaughter. 

It may be that from the minor incidents of the last 
three months one can detect the inception of profound 
changes in thought and attitude. From his first days in 
the country Lord Linlithgow made plain his interest in, 
and his determination to come into contact with, the actual 
matters affecting the man in the street, or rather in the field. 
A similar tendency is observable among even Congress 
politicians, and there is nothing more to be wished than 
that such an attitude should grow and spread. The in¬ 
creasing public interest in agriculture and public health 
matters may be, to some extent, merely imitative; but even 
has taken these channels 
'l“ 'sp'dijly the poorer 

^ m (nda, wrms is deeds. m,t words; of words hThas’ 
nad in all conscience a surfeit. 

peasantry, the possible poverty of thar ^ 

fiRure would be astronomical. the 
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BACK TO THE LAND 

Mudi interest was taken in the Govemmuit of India’s , 
giant for what is generally, if rather unfoitunately, known 
as rural uplift. There has been a strong tendency, especially 
in the nationalist press, to describe this as a rival bid for 
popularity to the Congress’s rural programme. This view 
is perhaps not without justification, and it may be that 
one of the Mahatma’s chief claims to the gratitude of 
his country will turn out to be just this direction of the 
glance of die Central Government towards the villages. 

The British are apt to be too complacent about their 
achievements in India. Much they have done undoubtedly; 
perhaps their greatest feats are the steady creation of an 
Indian sense of nationality and the maintenance of a Pax 
Indica, both of them, especially the latter, far greater 
boons than is generally realised. On the other hand, 
when it is a regular hot-weather feature, even in those 
parts of India with the longest connection with Great 
Britain, for villagers to have to go two or three miles for 
water, it is impossible not to feel that something has been 
left undone. To adopt for a moment an extreme simplifica¬ 
tion, India’s root need is an adequate and pure water 
supply. Given this, foul water wiU not be drunk, intestinal 
disease wiU be greatly diminished and the more serious 
epidemics will disappear, cleanliness wUl be facilitated and 
better sanitation will follow. With improvement in health 
will come inevitably an awakening in spirit and a desire 
for a higher standard of life. From this wiU spring an 
increased political interest, which in turn will put pressure 
on the schools and affect the type of membership of the 
Legislative Councils. This reasoning is admittedly unduly 
simplified, but at least it puts first things first. 

Since the results of the last census came out, population 
questions have aroused an increasing concern among the 
literate Indian public interested in such matters—a very 
small percentage, it must be remembered, of India’s 350 
millions. There have been polemics for and against 
birth control, in which an almost incredible ingenuity of 
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hut-tplitdng has been displayed—amcmg others by Mf. 
Gandhi himself. Crusading women £tom Europe and 
America have conducted campaigns in fiivout of contrir 
ception, and the less reputable press has seized upon 
the whole topic as an excuse for indulgence in the scabrous. 

Actually, the emergence of this topic to prominence 
is an indication that in India also the influences that take 
the place of the malthusian checks arc making themselves 
felt. A rise in the standard of living is the surest means 
of checking a too rapid increase in population. When men 
live on the verge of subsistence nothing very much matters, 
and they nutry and procreate with equal recklessness; 
for nothing could make them worse oS than they are. 
However many children arc begotten, they could hardly 
fare worse than their patents; where there is no induce¬ 
ment to care or restraint, the outcome is fecundity. Give 
a man some stake in the world, some feeling of position 
and property, call it what you will, and he will begin to 
exercise a little care before he adds to the liabilities that 
nuy affect that position or property. This check of 
prudence has begun to operate in India too, and the real 
question is one of time, not of desirability; will the popula¬ 
tion grow too great before the check has had time to 
work ? 


From this point of view, the true approach to India’s 
pop^ation problem is through the standard of living and 
the health of the people. Among the best friends of the 
country arc those iorcign manufacturers who have been 
able to put withm reach of the poorer classes in India 
coavcmcnccs comforts and possessions they could never 
wpirc before. This suggests a new view of Japan or 
the late Mr. Bata. Although India is on the whde^a hot 
liable to ahaq, vatiatiom of tm- 

help coosi^tably io teduciog^^TS 
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litoquMtt. Tbe tjrot or labourer who caa buy a Japanese. 
vest {at 4 amm or less has a valuable saf^;uard for healtih. 
Siirdlatly hookworm, though not in itself fatal, is one of 
the great pre-disposers to other sorts of infection in 
peninsular India. It saps the resistance, lowers vitality 
and energy, and in fact operates as a powerful depressant. 
Infection is nearly always conveyed through ^e feet, 
but footwear is generally expensive. If Japan or Czecho¬ 
slovakia can offer the ryot or labourer canvas shoes at 
14 annas there is more chance of his going about with his 
feet covered, thereby escaping infection and so pulling 
his full weight as a worker and a citizen. In this light, 
the present-day preoccupation with restrictions, trade 
agreements and so on, which have in view monetary 
balances and prices and, in brief, the producers, are open 
to the charge of forgetting the consumers and obstructing, 
in the interests of those who have, much-needed benefits 
to those who have not. This is, of course, merely another 
aspect of the burning of coffee, the limitation of grain 
cultivation, the slaughter of stock, and other attempts to 
solve “the monstrous paradox of poverty in the midst 
of plenty ” by abolishing the plenty. 

II. India and Socialism 

J AWAHARLAL NEHRU continues to fill the political 
bill, though some of his prominence is now reflected 
rather than original. In other words, the discussions 
and uneasiness in Congress circles over such matters as 
the acceptance of office, and especially the association of 
Congress with socialistic propaganda, owe their present 
acuteness to the vehement advocacy by the Congress 
President of his own strongly-held point of view. It 
was suggested in the last number of The Round Table 
that his disillusionment would not be long in coming.* 
On reflection it is clear that it had even then already begun.’ 
The Bombay reaction against the socialist thesis, and its 
* Sec The Round Table, No. ioj, June i9}6, p. 568. 
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echoes eUewhete, have filled the ptess. The press in 
India, however, so far as the more important organs are 
cotKxmed, is almost wholly bourgeois, and consequently 
the protests have received ^sproportionate publicity. 

It would be a great mistake to imagine that the Pandit’s 
thesis has no supporters. It has, and their numbers are 
substantial and increasing. Their present influence may 
not be great, but too many of the Pandit’s critics have 
failed to perceive that in the India of the immediate future, 
with its much lowered franchise, mere numbers are going 
to count much more, and that with every lowering of the 
franchise, or increase of the numbers eligible under future 
rules, the power of the present submerged mass will grow 
steadily. That power, such as it is, is at present behind 
the Pandit, though one cannot help feeling that he is in 
for disillusionment of another kind if he thinks that an 
active and conscious proletariat will long adhere to his 
comparatively high-minded and theoretical communism. 

Acmally the Pandit, though the suggestion would appal 
turn, is as much a fascist as he is a communist; for in the 
future he looks to an earnest, devoted ^lite, which will 
dcsip broad measures for the masses. One suspects that 
he has really not yet contemplated the masses operatinc 
for themselves. ® 


Jawaharlal Nehru s autobiography, printed and published 
n hngland, has formed a prominent topic of conversation 
and c^troversy m political circles. It is to be hoped that 

wisL^/n^ ^ the public there 

whw to get a real insight into the ideas and passions that 
VC the younger intelligentsia in India to-day. The merit 
the Pandit’s book is its sincerity. It is not frS Som 
observable even 

^attitude that broadly characterises the nationalist 
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sdiool of fxjlitics in India. Not all would go so &r as 
the Pandit, but most of the younger men would. Attitude 
count greatly with youth, and although the Pandit has 
reached the middle forties, he has retained to a much greater 
degree than most Indians of his age an understanding and 
genuine sharing of younger men's attitudes and reactions. 

He sees the future in socialism, but to some observers 
fascism is quite as possible an outcome. There are many 
circumstances in the life of India that would favour such 
a development—the centuries-old familiarity of the country 
with authoritarian governments, and the pragmatic side 
of the Indian mind, which makes it welcome practical 
measures of amelioration, for which in India there is 
certainly ample scope. An interesting parallel could be 
drawn between the average Indian and the Italian. Both 
have a fat greater measure of matter-of-factness than is 
generally attributed to them. To English observers, the 
Italian’s obvious predilection for song and gesture, and in 
general his early emotional flashpoint, have tended to 
obscure the fact that he has a most marked and quick 
appreciation of what is what, and a freedom from senti¬ 
mentality the Englishman might well envy. So with the 
Indian also. 

Perhaps the most interesting part of the book, enshrining 
the Pandit’s real theory, is the passage in which he 
protests against the view of non-violence as at once 
an end and a touchstone. A desirable method by all 
means, but a criterion, no; such would be the Pandit’s 
answer. He at least has a clear realisation of the fact 
that in some form or another violence in the sense of 
power to constrain others is at the root of all systems of 
government. 


III. The Niemeyer Report 


T he long-expected Niemeyer report on the finances 
of federation was published on May i. Its remarkable 
conciseness occasioned a general sigh of relief. A vital 
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stage in the constitutional develoimient of India might be 
said to have been teached and passed in 20 pages octavo^ 
While the decision to leave this enquiry in the hands of one 
authority was generally approved at the time, in retrospect 
it appears even wiser; for, despite Sir Otto’s avoidance of 
argument or discussion, it is easy enough to detect the issues 
on which a committee wotild have expanded at length 
and provoked a heavy backwash of discussion, enquiry 
and argument. 

The report has been as well received as any report 
affecting and deciding a variety of conflicting claims could 
expect to be. Bengal threatens to press for the entire 
jute duty and, with an intolerance not uncommon in 
Indian provincial Governments, seems almost to resent 
Sir Otto’s expressing a doubt whether its contention can 
be sustained. Simiktly the commercial world assails his 
suggestion that the Indian income-tax rates, to adopt an 
American phrase, might “ soak the rich more ”. The 


cancellation of debt for the north-eastern group of provinces 
and the Frontier, and its partial remission for the Central 
Provinces, are accepted as both logical and reasonable, 
^d the increase of the grants-in-aid to the new provinces 
is welcomed, although a note of opposition with a strong 
concern for the future has already been detected from the 
south. The warning it sounds is that poor relations 
amnot expect to be treated as equals; that is to say, if to 
the future federation some provinces caimot pay the piper 
they cannot expect to call the tunc. There is some surprise 
at the limited assistance suggested for Assam, and the dis- 
apixiintmcnt in that region is considerable; there is a 
feclmg t hat Sir Otto has been almost cavalier towards it. 

No d,«nb|.t.on of .he proceeds of tsxes on income 
could ever please everjone. but a remarkable tribute to 

fcmW madness of the 

comments on the equal percentages 
^oposed for these ptovinees. Whether this cOTplaceL 
*dl jnnue ts anodKt matter, but at present 




to SQ^ e rtic ot in the positicin of the glut^tcd tiget. Vieigtr^, 
ing. the tepott as a 'vrhole, hfadtas* Bombay and the Punjab 
{^netge ’adth honour, in the sense that these are the only 
three provinces that receive no charity. Strictly speaking, 
only ^e Punjab is in this class; for the other two have 
received substantial concealed subsidies through ^e forma¬ 
tion of the new provinces of Sind and Orissa from indigent 
areas of Bombay and Madras. 

Here and there Sir Otto offers a useful warning—^for 
example, that the provinces should not be tempted to 
mortgage in advance the prospective additional resources 
flowing from the distribution of income tax. This tempta¬ 
tion is likely to be strong and probably ineffectively re¬ 
sisted, and in some areas it may constitute one of the earliest 
zones of interference by the Governor-General. 

Another warning relates to the position of the railways, 
which Sir Otto is not alone in finding “ frankly disquiet¬ 
ing”, It is vmlikely that the railways will ever again 
contribute seriously to general revenues, and it will probably 
be necessary to face up to this issue at no distant date. 
Some criticism has visited the phrase “ expenditure at 
the Centre cannot be expected, consistently with safety, 
to decrease much below the point to which it has now been 
reduced The critics of the army budget in particular 
will seize upon it, and we have not heard the last of this 
sentence. 

In general, India thanks Sir Otto for a notably clear 
and succinct report. Even had it been less concise and 
generally acceptable, it would have been forgiven, in view 
of the concluding sentence of its paragraph i8 : 

From the financial point of view . . . His M^esty’s Govern¬ 
ment may safe^ propose to Parliament that Part III of the 
Gove r n ment of India Act, 1955, should be brought into operation 
a year hence. 

Political India, reading this sentence, drew a deep 
breath of relief. 

India, 

July 1956. 
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1 . The Budget Enquiry 

M r. CHAMBERLAIN’S fifth budget, with its increase 
of taxation upon incomes and upon tea, was 
followed by one of the unhappiest incidents in post-war 
politics in Great Britain. It became known that excep¬ 
tional insurances had been effected in the Gty of London, 
under suspicious circumstances, against the chances of a 
rise in income tax and of an extra duty on tea. Enquiries 
by Lloyd’s having indicated that a leakage of budget secrets 
might possibly have taken place, the Government decided 
to set up a judicial tribunal, consisting of a High Court 
judge (Mr. Justice Porter) and two eminent K.C.’s, to 
enquire whether there had been an unauthorised leakage, 
and if so through whom. The official Labour Opposition 
demanded instead a Select Committee, following the 
dubious example of the Marconi case in 1912—an attitude 
they must have regretted later when the Tribunal had swiftly, 
cleanly and decisively performed its task. The Attorney 
General opened the enquiry' in a frank and revealing speech, 
and there was never any suggestion that the Government 
acted otherwise than candidly and impartially. 

It very soon became clear that suspicion rested upon 
Mr. J. H. Thomas, the Secretary of State for the Colonies, 
as the source of the leakage. No evidence was tendered 
to suggest that any civil servant had committed a breach 
hr. ' *!} ttTtttation of our public services for 

mXln rr" ^-^hanced by the 

fhc opportunities for great profit that a 
mig t offer.* Large insurances against the 
Gvil standards set by and to the 

di»mis»ed the sendee on j3l Ministry was 

bad with the chairinan be had 

future employnKniwith^t^^^^ 
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bvu^t contingencies that actually occuned had been 
effected, it emerged, by two gentlemen, bbth of whom were 
old friends of Mr. J. H. Thomas and had seen him during 
the period when as a Cabinet Minister he was aware of the 
main terms of the budget. Sir Alfred Butt, M.P., had 
visited Mr. Thomas on the very morning of budget day, 
giving him a very profitable “ tip ” for a horse race in the 
afternoon, and had subsequently insured against a rise in 
income tax, although, as a member of Lloyd’s, he had 
previously accepted insurances against that very contin¬ 
gency. He acknowledged that on Mr. Thomas’s behalf he 
had effected in May 1935 an insurance against there being a 
general election before the end of the year, to Mr. Thomas’s 
profit in the sum of £632—^an indefensible transaction on 
the part of a Cabinet Minister who could influence the 
decision on the subject. Mr. Alfred Cosher Bates, pub¬ 
lisher of a sporting newspaper, had entered into an arrange¬ 
ment with Mr. Thomas to publish the latter’s autobio¬ 
graphy ; he had offered £20,000 for the exclusive rights and 
had paid Mr. Thomas £ij,ooo on account, in the form of 
purchase money for a house the latter wanted, although not 
a chapter of the work had yet been written. Such facts 
went nowhere towards proving that Mr. Thomas had 
given away budget secrets, but they helped to create an 
atmosphere of suspicion and to place the three parties 
mentioned on the defensive. All of them warmly denied 
having improperly given or used secret information. 

On June 2 the Tribunal publicly issued their report. 
They began by making certain observations about the 
nature of their enquiry, contrasting it with an ordinary 
criminal case, in which the Crown as prosecutor and the 
accused are represented by counsel who produce, examine 
and cross-examine witnesses, subject to strict rules of 
evidence. The Tribunal had been forced to test witnesses’ 
stories by cross-examining them themselves, and had heard 
evidence that might have been excluded in a criminal case; 
there being no accused and no definite charge, certain 
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p«tsons whose conduct had been the subject of dse dosett 
scrutiny had not been represented by counsel until some 
days had elapsed. The members of the Tribunal felt the 
consequent difficulty of their position. They proceeded to 
give a full, critical account of the evidence brfore them, a 
task brilliantly performed and plainly beyond the capacity 
of anybody not trained in the law and daily accustomed to 
the weighing and sifting of sometimes conflicting testi¬ 
mony. The Tribunal’s conclusion was emphatic. 


Wc, having heard the witnesses and observed their demeanour, 
find that there was an unauthorised disclosure of information 
relating to the budget for the present year by Mr. J. H. Thomas 
tr> Mr. Barrs, and rhat -.isr w.-.s ma.lo of this information by Mr. 
Baii-s lor rrsc !>«• : • , .i::s . . . that there was an 

unauthorised disclosure by Mr. J. H. Thomas to Sir Alfred Butt 
of information relating to the budget for the present year, and 
that use wM made by bit Alfred Butt of that information for the 
purjiose of his private gain. 


Mr. Thomas had already resigned his Cabinet office. On 
May JO he had written to the Prime Minister tendering his 
resignation because, he said, without any regard for what 
the Tribunal’s report might contain, the way in which his 
name and private affairs had been bandied about rendered 
his continuation as a member of the Government im¬ 
possible. His resignation was accepted “with deep 
regret.” Newspapers of both Right and Left took the 
occasion to praise his public spirit and the services he had 
rendered to the State, and press and pubHc were slow to add 
blame when the Tribunal pronounced their verdict 
remembering that Mt. Thomas himself had pressed for a 
full enquiry and that no suggestion had been made that he 

he n'i The Labour newspaper, 

ffie Hera/J, in its leading article on the report, fomW 

his “d the attitude of 



^ tHE BUDGET ENK^UIRY 

gCtttlBtuKtt out of tile polidol infliiitnr*^ jie hel^‘but at the cod 
afhk pofitical caieer, coming in that -way, we ptofound legcet 
and aoitoar. 

That was in the debate on June ii on the Tribunal’s 
findings. On the previous day the Attorney General had 
announced that no prosecution would be undertaken under 
the Official Secrets Act, his reasons being that there was 
doubt whether the disclosure had been deliberate (as he 
held it must be if a breach of the Act were to be found), that 
some of the evidence given before the Tribunal would be 
inadmissible in a criminal court, and that it would be 
impossible to find at this stage an unprejudiced jury. This 
refusal of a criminal prosecution was regarded by Sir 
Alfred Butt as a bitter grievance, in that he was being 
refused the opportunity of meeting the charges against him 
in a court of justice. He felt from the bottom of his heart, 
he said, that he was the victim of a grave injustice. Under 
protest, he followed Mr. Thomas’s example in resigning 
his seat in the House of Commons. Mr. Thomas’s own 
speech had made a fat more sympathetic impression. ' He 
refused to challenge the findings of the Tribunal, than 
which, he said, there could be no fairer court in the world, 
though he declared once more that he never consciously 
gave a budget secret away. When he and Sir Alfred Butt 
had left their places, the House, with no fever, debated and 
adopted without a division the Government’s motion that 
the report of the Tribunal be accepted, after rejecting a 
Labour amendment calling on the Government to take 
appropriate action “ in view of the definite findings of the 
Tribunal and the disclosures of the gambling practices in 
the Qty of London ”. 

The Opposition’s public-spirited desire to use this 
opportunity for thwarting evil methods of profit may have 
been mingled with the less worthy hope of making political 
capital out of incidents that would have seemed shocking 
enough whatever the Tribunal’s finding had been. But 
there were plenty of ordinary citizens who felt that such 
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disclosures were dangerous hostages to the enemies of the 
established economic and social order. It is, indeed, a 
matter of little importance that wealthy men should bet in 
large sums on chances very different from those of the turf 
or stadium; for what one of their fraternity gains another 
must lose. Their methods and morality, it may be held, are 
their own affair, though the man in the public bar feels it 
unjust that his own no wickeder pursuit of street betting 
should be banned by law. But suspicions cannot be stifled 
that methods and morality scarcely more scrupulous may be 
applied in fields of finance, commerce and industry that 
concern more closely the ordinary man; that “ somebody 
must pay ”, and that in the long run the somebody who pays 
is the small investor and the wage- or salary-earning 
employee. Proposals have been made, and have been 
promised consideration by the Chancellor of the Exchequer, 
tor the reform of the Companies Act to bar or restrict 
financial activities through nominees. But new laws breed 


new evasions, not new morals; it is upon the City, not 
upon the legislature, that the primary responsibility rests 
for establishing a higher code in finance and big business. 
Needless to say, the leaders of British trade, industry and 
finance set themselves an unassailable standard, which is 
neglected only by the few, and it is significant that the 
Committee of Lloyd’s has spontaneously taken steps to 
prevent a repetition of such troubles as formed the object 
of the budget leakage enquiry, by advising members to 
accept insurances of that type only if the name of the 
principal is disclosed and if he has a legitimate interest at 
stake. 1 he committee have also had under consideration 
tlK possibi ity of imposing a close season for budeet 
insurances, (Ktween March 51 and the date of the budget. 


11 . The Politic.\l Scene 
ministerial vacancy' caused by Mr. Thomas’s de 
1 panu„ ™ aw by ,hc of Mr, 

omal Office and the appointment of Lord Stanhope 



THE POLmCAL SCENE 


as Ficst Commissioner of Works. Much more remarkable 
was the return of Sir Samuel Hoare to the Goyemment, as 
First Lord of the Admiralty in the place of Lord Monsell, 
whose resignation had been long expected. Of this 
appointment the News-Chronick said, with an exaggeration 
not unusual in some sections of the daily press, that it would 
be “ interpreted in all foreign countries as the final surrender 
of the British Government to Signor Mussolini; and it is 
difficult to give it any other interpretation Mr. Lloyd 
George, in the debate on the ending of economic sanctions 
against Italy, spoke caustically of Sir Samuel Hoare's return 
“ after a period of quarantine The incident may indeed 
be regarded, in one light, as evidence that the Government 
believed the storm raised by the Hoare-Laval peace plan to 
have blown over, and the public conscience to have been 
sufficiently appeased. Sir Samuel, it may be held, was only 
a scapegoat, not a malefactor; his policy probably finds 
more defenders now that Abyssinia is conquered than it 
could muster in December. The Government, however, 
would assuredly be unwise to ignore the depth of' the 
popular sentiment that exerted itself in the peace plan 
episode. Sir Samuel Hoare’s return strengthened the 
Government’s personnel, but it did not ease the misgivings 
of a public confused and bewildered by the failure of 
economic sanctions in the Italian test case and by the naked 
dangers that confront the Empire. 

Nor have those misgivings been relieved by certain 
signs of a lack of leadership and discipline within the 
Cabinet itself. On June lo Mr. Neville Chamberlain, the 
Chancellor of the Exchequer, delivered a speech to the 
1900 Club (a private Conservative body) in the course of 
which he described the policy of continuing sanctions against 
Italy as “ the very midsummer of madness ”, and suggested 
that the time had come to limit the functions of the League 
so as to accord with its real powers, perhaps by replacing 
general collective security with a series of regional arrange- ■ 
ments. When Mr. Chamberlain spoke, the Government’s 
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polic7 had not yet been revealed cither towards the 
tiauance of sanctions or towards the reform of die L^gue. 
Badgered by the Opposition at question time, the Pdme 
Minister characterised his colleague’s statements as pto- 
visional and personal reflections, and attempted to pass the 
matter over jocularly; but there was much substance in 
Mr. Attlee’s suggestion that it was a matter of grave 
embarrassment to the Foreign Secretary if a responsible 
Minister thought aloud on such topics and allowed his 
thoughts to be made public. A second, not dissimilar 
incident occurred a couple of weeks later, when Mr. Duff 
Cooper, the Secretary of State for War, declared at an 
cx-sctvicc men’s gathering in Paris that France and Britain 
must always remain united. Friendship between them, he 
said, was a sheer necessity, a matter of life and death for 
both. “ Your frontier is out frontier.” Mr. Duflf Cooper, 
it was explained in the House of Commons, had submitted 
the text of his speech beforehand to the Foreign Office, 
though the final draft had not been seen by Mr. Eden 
himself. It had not been intended, said Sir John Simon as 
deputy for the Prime Minister, as a declaration of policy. 
The debate, to which the Opposition challenged the 
Government on a motion for the adjournment, rather lost 
itself in the argument whether or not Mr. Duff Cooper’s 
speech was consistent with official Government policy, and 
whether he had actually advocated an alliance with France. 
I he real issue was quite different, and was thus stated by TAe 
Times in a leading article under the title A Lack of Cohesion : 

Tlic critics . . . arc on »tron.~ trr-r.-.tr.ri whn thrv object to the 
making of speeches by Ca!;::;.-: :.l:;:;>t;T>., ’aiinh'aii reasonable 
persons ate entitled to regard at the time as intended to give some 
special turn or cmpliasis to policy, but which turn out in subse- 
^nt explanation to have had no such purpose at all. If it 
becomes necessary to ask after every speech whether it is or is not 
an exposition at authentic and collective policy, the influence of 
lx wwkened”'''*^"™'"' towards peace in Europe must infallibly 

tiot advance the reputation of the 
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Etib^ tuSSflEistief himself, about whom rutnouts axe pot- 
ststeotly citcolated, and as reguktly deotied, that being ill 
oc tired he is about to resign. They might have been 
expected, on the contrary, to assist the Opposition in its 
attack on a Government which it could represent as divided 
in counsel, and as at once pusillanimous and )ingo. But the 
course of by-elections suggests that the Labour party have 
gained surprisingly little ground since the general election. 
They won Peckham in May, but by a majority of only loo, 
compared with a Conservative majority of 772 last year; 
before 1931, Pcckham had been a Labour seat. Lewes, 
Balham (Sir Alfred Butt’s seat), and East Grinstead were all 
held by the Government, with majorities reduced by the 
smallness of the poll and the supineness of their former 
supporters, not by any positive gains to Labour. The 
latter’s only notable success was at Derby, in the by-election 
caused by Mr. Thomas’s resignation. Last November 
Mr. Thomas’s majority was 12,529 over the neatest Labour 
candidate; in the by-election Mr. Philip Noel Baker beat 
the National Government candidate, who once sat oh the 
Labour benches, by 2,753. Although the total poll was 
some 8,000 less, Mr. Noel Baker raised the Labour vote by 
over 3,000. The result, which gives the Labour party a 
very valuable recruit in Parliament, is not wholly attribu¬ 
table to the circumstances of the sitting member’s departure, 
or to the qualities of the Government candidate. It 
cannot be left out of accoimt that Mr. Noel Baker is an 
expert on foreign affairs and an intense critic of the Govern¬ 
ment’s international policy. The comparative failure of 
Labour to make headway in the country, in spite of its 
tactical advantages, seems to be due, not to any positive 
commendation of a Government policy that for the time 
being is far from clear, but rather to an equal ambiguity, 
and an even more stril^g want of decisive leadership, on 
the Opposition side. Nowhere is this more apparent than 
in discussions on defence. 
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III. Unemployment Assistance 


I N home aflfaits, the Labcnit party are planking their 
heaviest stakes on the card of unemployment relief. It is 
now a year and a half since the introduction of statutory 
regulations for the payment of unemployment assistance 
(that is to say, relief to the able-bodied unemployed whose 
insurance rights have expired) aroused such a storm of 
opposition that they had to be withdrawn.* Meanwhile, 
benefits have been paid at the rates determined either imder 
those regulations or under the “ transitional payments ” 
scheme previously in operation, whichever was the higher; 
and the I.xchequer has had to indemnify local authorities 
for the burden of which they were to have been entirely 
relieved by the Unemployment Assistance Board on March 
I. *935- The introduction of new regulations has been 
delayed so long, partly no doubt for political reasons, but 
partly also because of the great difficulty of devising rules 
that would embody the main principles laid down in the 
Unemployment Assistance Act of 1934, while avoiding the 
objections on which the 1933 regulations were wrecked. 
Tne problem has not been eased by the progressive increase 
of the average rate of assistance paid; this has been due to a 
number of causes, including the tendency for the average to 
rise towards the most generous level paid by any local 
authority, as well as the absorption of younger unmarried 
men into employment more rapidly than older men with 


At long last, a new scries of regulations was issued on 
Ju y 9. and was ratified by Parliament on July 23 by 368 
.0 .6,, after a three rla,.,' rlcbate aJ induIJ a 
provides that 
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"f 'h' House. The new 
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is dse head of a household -with dependants will be assessed 
at l«s than the unemployment insurance benefit rate (subject 
to the needs test and to adjustment for specially low tents), 
implies that the former basic rate of 24s. for man and -wife, 
though nominally standing, has in substance been raised by 
as. a -week. Dependants’ allowances are generally in¬ 
creased. It is reckoned that some 200,000 applicants out 
of 620,000 will receive higher rates of assistance under the 
new regulations, and that the Exchequer will have to find 
an additional £750,000 a year. Nevertheless, there will be 
cuts of benefit in certain areas, or for certain classes of 
applicants, where the local authorities at present pay exces¬ 
sive rates according to the Board's standards. An abrupt 
transition is to be avoided by the gradual reduction of such 
benefit over a " buffer ” period that may last for eighteen 
months after November 16 next, when the regulations are 
to come into effect. The transfer of the administration 
from the local authorities to the Unemployment Assistance 
Board is to be completed on April i, 1937. The other 
outstanding special objection to the former regulations, 
namely, that the adjustment for rent variations was unfair 
and too rigid, has been met by more generous allowances 
and greater discretionary powers, and by the promise of 
wider reference to the Local Advisory Committees. 

The regulations suffered no such widespread attack by 
the Government’s own supporters as did their ill-starred 
predecessors, and the Labour party themselves concen¬ 
trated their heaviest artillery on the “ Means Test ”, or, more 
properly, test of household needs, which remains a feature 
of the regulations, as it is of the governing Act. Not 
without dialectical success, they contrasted the practice in 
regard to the relief of the unemployed with the grant of 
subsidies, subject to no test of individual need, to cattle 
farmers and tramp shipping owners. The campaign will 
be carried into the country, no doubt with great vigour, 
and every argument against the needs test pressed to 
the utmost. On such points of principle, compromise is 
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impossible. Unfortunately, the real point of priodpte U 
obscured by the fact that the needs test is applfed in ft 
different form under the assistance regulations, conqjatcd 
with the unemployment insurance scheme. The grant of 
dependants’ allowances to insurance beneficiaries " as of 
right ”, though they have paid no higher premiums when 
in employment than those without dependants, is just as 
much an application of a needs test as the computation of a 
household’s alternative resources. Are a man’s “ rights ” 
proportionate to his “ needs ” as a member of a household, 
or to the economic value of his labour or the.actuarial value 
of his provision against unemployment and other mis¬ 
fortunes ? That is the ixmer question of principle. 

The competitive economic system is built on the latter 
assumption; a benevolent State intervenes on the basis of 
the former, in the shape of widows’ pensions, old-age 
pensions, its participation in the unemployment insurance 
scheme, and so on. The needs test for unemployment 
assistance is a logical projection of that same hypothesis. 
The break comes, not between unemployment assistance 
and other social services, but between social services and the 
competitive system, in particular between wage-earning and 
the receipt of unemployment benefit with dependants’ 
allowances. I hus it is not the Labour party but the Con¬ 
servatives who on this issue are fighting for the socialist 
principle of “ to each according to his needs ”, and are tHus 
tacing tcjwards the policy of family allowances all round, 
which seems the inevitable conclusion of present tendencies. 


IV. The Industrial Outlook 

I N spite of the unevenness of the spread of industrial 
prosperity, wc arc now probably nearing the high level 
of the boom. The sheet anchor of the first phase of 
British recovery—building activity—holds firmly; any 
falling off in house-building has been more than made up 
t>y rcs'iv.'il in factory and commercial building. Industry 



- tfai IMSUStmiAL OOTLOC^: 

is now t w i n n ing to feel on evecf side the effects of govern- 
oaeat expeoditote oa re-anrument. Thus tecoveiy, -while 
st^ in die main domestic, continues over the greatct part 
of the ooofitxy. South Wales remains stagnant, but the 
two other large “ special ” areas—the north-east coast 
and south-west Scotland—^havc received some mitigation 
erf" their plight, and will receive more as cruiser-building 
and munition works get under -way. While the prevailing 
mood is to make much of the favourable signs, there is a 
general disposition towards caution. Some, like Mr. 
M’Kenna in a recent speech, would argue that there is 
no reason why -with a managed currency we should need 
to contemplate a recession vmtil “ full employment ” is 
reached—a matter, perhaps, of the absorption of another 
half-million unemployed. But the warnings from the 
more sceptical are becoming frequent; there is anxious 
watch for clouds on the horizon, and a disposition, perhaps 
over-pessimistic, to fear the worst. 

Whatever weaknesses nuy develop in the near future, 
a matter of months beyond which most speculation hesitates 
to go, the outward indications of the moment, as they were 
summed up by Mr. Runciman in his annual parliamentary 
survey, ate almost uniformly encouraging : record figures 
of employment; a declining total of registered unemploy¬ 
ment (July saw a further drop of 50,000 to 1,652,000); 
rising postal receipts, bank clearances, retail sales and 
industrial production. Steel production is at higher 
levels than ever before, largely in response to the boom 
in the constructional and capital equipment industries, 
rather than specifically in armaments. The motor industry 
is still on the up-grade. Engineering is busy in most 
of its btanches and is short of skilled labour; our imports 
of machinery have increased, and we have ironically been 
buying machine tools (for armament production) from 
Germany. Ship-building shows improvement in mer¬ 
cantile as well as warship work; the sister ship to the 
hiarj is to he laid down at Clydebank, and battleships are 
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to be built on the Tyne and Metsey. In the textile 
industries, wool and rayon are busy; cotton exports are 
sluggish, although home demand keeps up and employment 
is greater than a year ago. The coal industry moves slowly, 
but in spite of the hard blows given to it in Mediterranean 
markets production tuns above the level of the depres¬ 
sion years. The miscellaneous trades and services, especially 
those meeting domestic needs, arc mostly prosperous. 

In overseas trade the outlook is less bright. The 
first six months of 19^6 showed a slightly smaller volume 
of exports than did the first half of 1935. The reductions, 
as the Economist has shown, ate accounted for by three 


main causes : political, in the curtailed buying of Italy 
and Germany; politico-economic, in the reduced takings 
of cotton goods by India (in part the effect of tariff un¬ 
certainty) ; and domestic, in the diversion of iron and steel, 
non-ferrous metal, and chemical manufactures from export 
to home consumption (the effect of re-armament—a factor 
that helps also to account for the simultaneous increase 
in the volume of imports). Whatever the explanation. 
It still remains true that the prospects for British exports 
arc dubious. The July export figure, it is true, was the 
highest monthly total since November, 1930, but imports 
were also increased, and the adverse balance of trade is 
now £40,000,000 greater than last year. 

The Government relies on its policy of bilateral agree¬ 
ments. I his policy docs not always run smoothly. The 
con ict of interests involved in the renewal of the treaty 
^•ith Argentina is not yet resolved. British agriculture 
us gamed its subsidy, to be recouped in part by a tax on 

Ixcf; Australia and New Zealand have escaped 
TO^t a tas on their meat exports; Argentina has to 
tar "ot only a tax on her principal article of export, hut 
She i. reduction tn the quantity she may sell 

Mti hT ’■ "‘"a*”' ™ke furtheJconcesslL ,0 

">^"‘"8 ‘"dustrtes (such as discrimination in 
-ancashire cotton goods against Japan). The 
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compromise between Mr, EUiot and Mr. Ronciman is 
hardly to the advantage of British exports and shipping. 
In the last week of July a useful agreement was reached 
with Soviet Russia under which the Government under¬ 
takes to guarantee Russian commercial bills up to a total 
of £10,000,000, and Russia undertakes to place orders up 
to that amount for British goods by September 50, 1957. 
The resumption of normal trade relations with Italy has 
met with obstacles on the Italian side, and negotiations 
over the treatment of pre-sanctions indebtedness have 
had to be suspended. 

The domestic affairs of two industries—coal, and iron 
and steel—^have come into prominence. On August i the 
new selling schemes for the coalmining industry came into 
force. They are of three types. Four districts have 
adopted the model established a year ago by Lancashire— 
a central selling organisation disposing of all the coal 
raised in the district and pooling profits. Twelve districts, 
including the main exporting districts of Scotland, the 
north-east, and South Wales, have central control of sales, 
but leave each undertaking free to market its own output 
under controlled conditions. In the Midlands there will 
be central selling by groups, with a district co-ordinating 
authority. Besides the district schemes there is a central 
scheme for the co-ordination of the district prices. The 
schemes were not produced without some friction, and 
the opposition of the public utilities who feared injury 
from the coalowners’ monopoly had to be met by a 
strengthening of the provisions for appeal against unduly 
high prices. Unfortunately the Government had to 
postpone until the next session its Bill to equip the Coal 
Mines Reorganisation Commission with adequate powers 
and its Bill to nationalise royalties. We are still awaiting 
the constructive side of the Government’s policy, which 
is to ensure that the corollary to monopoly price-fixing 
shall be progressive concentration of production in the 
most efficient pits. 
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The samg issue of a producexs' motu^ly has adsen in 
a diffeteot form in the iron and steel industry. The House 
of &>mmons showed itself highly critical of the |«o- 
risimi in the Finance Bill for adjusting the tariff on steel 
imports to the desires of the British Iron and Steel Fedeta' 
tion, and in fulhlment of the latter’s agreements with the 
international cartel. The criticism gained weight when the 
tangled narrative of the Jarrow scheme came to be un¬ 
folded. There was a project, which twelve months ago 
was warmly approved by the Government and by the 
independent chairman of the Iron and Steel Federation, 
for setting up in Jarrow (as regards unemployment the 
worst-hit town in England) a complete bessemer steel 
plant. It was considered a valuable step in the reorganisa¬ 
tion of the British industry, which has been slower than its 


competitors to utilise this process. But the project fell 
through, largely, it appears, owing to the opposition of 
existing members of the Federation on Tees-side. The 
decision went in favour of the extension of existing works 
rather than of the erection of new. The technical merits 
of the controversy are not wholly clear, but the revelation 
of the self-protective instincts of a tariff-favoured monopoly 
ws disquieting. The Government has asked the Import 
Duttc-s Advisory Committee, whose relations with the 
industry have been dose, to examine its present position 
and report on “the general lines of its future development”-, 
I he labour situation remains quiet. Trade union 
membership and wages, especially in the more prosperous 
mdustnes. arc moving upwards. A stimulus will be given 
by the dcasion of the Railway Staff National Tribunal, 
which .warded rather greater concessiotB than those that 
W been voluntarily agreed on between the company 
^ immn negouators, and had been mjected by the S 
^ hie. The tribunal, uking a fairly optindstic X 
the ea " Other things being equal 

wnhorne . The award was acopred on August ..41 
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citx^ifetefice of the National UnioQ of RailwaTznen, 
whim instmcted the executive committee to seek the can- 
odlatiofi of the small remaining fraction of the 193 x wages 
cut as soon as the 1936 figures of the railway companies 
becaxne available. An amicable solution of the wages 
demands now being pressed in the cotton industry is, 
however, unlikely. 

Most of the trade union conferences of the summer 
have been much concerned with the shorter working 
week, and the agitation has been strengthened by events 
in France and Belgium. The plausibility of spreading 
work to reduce unemployment is now less than it was, and 
the disturbing reports of the Chief Inspector of Factories 
and Workshops suggest that what British industry needs 
to begin with is a 48-hour week. Official complacency 
with the results of regulation by collective agreements has 
clearly gone too far, and British Ministerial protestations 
at Geneva read oddly in the light of the inspector’s dis¬ 
closures of cases of gross overwork “ almost incredible 
in these days ”. Some of the newest and most prosperous 
industries seem to be the worst offenders. The Govern¬ 
ment has promised to make amends in next session’s 
comprehensive Factory Bill—now more than twenty 
years over-due. But clearly British industrial conditions 
are by no means as good as they should be, or, by com¬ 
parison with conditions in other advanced countries, as they 
used to be. 
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I. Canada and the League Crisis 

T here has been little disposition in Canada to question 
seriously the decision of Mr. Mackenzie King’s Govern¬ 
ment to follow the lead of Great Britain in lifting economic 
sanctions against Italy. In all the circumstances it is doubt¬ 
ful whether a Conservative Government would have acted 
differently. Mr. Bennett, speaking in the debate at Ottawa 
on Uir.c I**, 'ia d \xl '.•.c he rt‘i;rt‘-;i‘d ;i<t|uic'C;ni7 in Tt.dy’': 
dchaiu'c of li'.e l.eague, j;i(i ‘•i;'.! Nhji!'. \rri(a 

was being left to act alone, he was not prepared to oppose 
the Government’s action. “ The Government have taken 
a certain action. They say we propose to relax and abandon 
sanctions. I am not complaining of the Government 
taking that action. I am only pointing out what the alter¬ 
native is.” 

Mr. King outlined the Government’s policy with respect 
to sanctions in terms that he used on October 29 last: 


... in the present instance, when an earnest effort is being made 
with wide r.-.irp'’rf to rest the fe.isih=>=rv of preventing or at least 
tcrmii'ati: j- (i. the gsc .tnic sanctions, and when 

there is no room tor doubt as to where the responsibility rests 
for the outbreak of war, and having regard also to the position 
taken hv Canada at the recent ^^f-nhlv. Canadian Covern- 
mcr.i. i\ prrpj'iv! :«> (iiip;HTa;c if! ;•( ei;<U,;.vi,'..' 


As for the future, Mr. King confined himself to general¬ 
isations. After a review of the international situation 
he said: “ Under such conditions it is clearly impossible 
for a country like Canada to make binding commitments 
to use economic force or military force.” He concluded 
his speech with a vague benediction of the League : 


In spite of all discouragements, in spite of the failure of 
premature efforts, the ideal of world peace is not only sound, it 
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is the e sse nti al condition of the surviva] of civilisation tuid 
human life itself. So far as Canada is conqemed, there is no 
danger to our national unity and our economic recovery so 
serious as participation in a prolonged vrar. We must continue 
to "work earnestly toward the ideal of world peace. To that end 
we must utilise constructively the league of Nations—that 
indispensable agency which the conscience of mankind fashioned 
on the morrow of the greatest international disaster of all time, 
and bequeathed to our own and future generations. 

Both Mr. Bennett and Mr. King were disinclined to 
stress the seriousness of the League’s failure, and Mr. King 
in particular found himself on congenial ground in expatiat¬ 
ing on the great moral work left for it to do. The Winnipeg 
Free Press is not so comforting. Writing on the day of the 
announcement of the lifting of sanctions it said : 

The big news of the day is that the League of Nations has been 
torpedoed. . . . That a tame, denatured League of Nations will 
continue may be taken as settled . . . but the real League has 
been destroyed, as everyone must admit who knows the purposes 
for which the League was fashioned. 

Commenting at a more recent date on Canada’s position, 
the same paper says : 

What are the obligations and commitments which Canada will 
have to get under if this country is going to continue to exist in 
this happy world which has rejected the fad that peace should be 
kept by international law and joyfully put itself under the rule of 
force, the law of the jungle ? This thought which they have 
resolutely put aside they will not be able to dodge much longer. 
Notwithstanding Mr. King’s comfortable words the other day, 
time will show that, taking the long view, Canada had a much 
greater interest in collective security than the Government of 
this country had any idea of when it fell in with the grand idea 
that the time had come to put the League out of business. 

But the Winnipeg Free Press is the exception that proves 
the rule. No other Canadian newspaper of standing has 
followed its strong lead. While many of them have 
expressed sympathy with Ethiopia and detestation of Italy’s 
conduct, practically none has suggested that Canada as a 
member of the League must accept its share of the blame 
for the pitiful failure. 
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And if this is tmc of the press, it is latgdy true also oi tfje 
P«ML. -which appeared to acquiesce in the pracdcaUy 
uoanimous judgment of Parliament that Canada had BO 
fltctnative but to follow the other members of the League 
ill abandoning the sanctions that she had joined wiA them 
in imposing. The reason for this remarkable unanimity— 
unanimity is practically unknown in Canada, particulady 
in respect of external affairs—is not far to seek. One-thkd 
of our people, the French-speaking section, with unimport¬ 
ant exceptions, never believed in the League and were in 
no way distressed by its failure. Of the other two-thirds, 
even those who arc strong believers in the League felt 
that, with Great Britain taking the lead in abandoning 
sanctions, Canada could do nothing but follow. 

What of the future ? Needless to say, public opinion 
is extraordinarily confused, and leadership is not forthcom¬ 
ing, least of all from the politicians who, conscious of the 
strongly divergent currents of opinion, maintain an almost 
complete silence. The three main schools of opinion may 
be described, following a Canadian letter that appeared 
in The Times in April, as follows : 

(1) The Isolationists, or one hundred per cent. North 
Americans, who think we should dissociate ourselves entirely 
from the League, which is primarily concerned with European 
affairs. 

(2) Tlic Imperialists, who still have the attitude of 1914, when 
(jinada, practicahy without question from any of the Arrglo- 
Saxon elements in the country, became an unlimited partner in 
the war. 

(?) 'Fhc Collectivists, or those who recognise that we cannot 
evade foreign responsibilities but are prepared to assume them 
only as a member of the League. 

It would be idle to guess the relative strength of these three 
elements, but it should be pointed out that the French- 
Canadians, one-third of our population, would on the whole 
fall in the first group. Of the three groups, the isolation- 
i«s regard tlie events of the past year as a complete vindica¬ 
tion of their view. The imperialists draw the moral that 
wc should abandon all hope of peace and security through 
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tbe odlecttve system and set to work to atm so that we may. 
be ptefMSted to play our part by die sid^ of Great Britain 
if war comes, llie collectivists, in spite of the disastrous 
reverse of the past year, maintain that the collective system 
is still the best, indeed the only, hope of a peaceful world, 
and that it has not been tried and found wanting, but found 
difficult and not tried. Which being so, what we must do, 
they feel, is to rebuild the League and rc-dedicate ourselves 
to its principles. 

Such a description of the sharp divergences of opinion 
between various groups in this country may suggest that 
the situation is very much the same as in Great Britain and 
other Empire countries. Each has its quota of isolationists, 
imperialists and collectivists. But, apart from the question 
of the relative strengths of the three groups in Canada and, 
say. Great Britain, there are certain significant differences 
to which attention may be called. In Great Britain, the 
moral drawn from the events of the past year by practically 
all groups has been that the country must re-arm speedily 
and on a great scale ; and they have had the political power 
to carry that policy in Parliament. In Canada no such moral 
has been drawn. If the collective system is dead and each 
country must look to its own defences, the tendency is 
for a very large and increasing number of Canadians to 
feel that the United States and the Atlantic and Pacific 
Oceans should provide sufficient defence for us. 

It must regretfully be admitted that at the moment 
the outstanding fact about Canadian opinion is that isola¬ 
tionist sentiment has been enormously strengthened; and 
isolatiooiim in Catuda means accepting the implications of 
the country’s geographical position and moving more and 
more into the orbit of the United States. The imperialists 
and the collectivists may kick against the pricks, but there 
is reason to fear that the former are too few and the latter 
too cofffiised and undecided to have much effect on public 
opinion or national policy. A strong lead from Great 
Britaifi might work a decided change in the situation, but 
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that at present is not forthcoming except in the 
of re-arming, which appears unlikely, as has been said, to 
win much support in a country that seems so safe from 
attack and is staggering under a h^vy load of debt. 

On this view of Canadian opinion, the idea apparently 
held by many English Conservatives u^riendly to the 
I^gue, that in turning from it Great Britain will be able 
to compensate herself by increased support from the Empire, 
seems, so far as Canada is concerned, utterly fallacious. 
Far from favouring a more effective Empire co-operation 
outside the League, many people in this country will have 
exactly the opposite feeling—that, with the League emascul¬ 
ated, co-operation in foreign affairs among the various 
parts of the Empire will become much more difficult. 

It may be argued in reply that Great Britain has no 
intention of reducing the League to impotence, but on the 
contrary has declared herself in favour of rebuilding it on 
a more realistic basis, in the light of what recent events have 
shown to be possible. If this means a system of regional 
sanctions, the question arises whether such a League would 
be consistent with a close-knit and effectively co-operating 
British Empire. If, for example. Great Britain is to re¬ 
strict her responsibility under a redrafted Covenant to 
western Europe as distinguished from eastern Europe, 
what becomes of Canada’s responsibility in the event of an 
invasion of Belgium or France ? So long as the principle 
of the Covenant is that peace is indivisible and a war against 
one is a war against all, the responsibility of Canada is clear. 
But if the principle is adopted that peace is divisible, and 
liability is limited on the basis of geographical nearness 
to the scene of trouble, there is reason to fear that, whatever 
might be true of the other more exposed Dominions, in 
Canada the effect would be to accentuate the already marlfH 
drift towards North American isolationism. If it is argued 
that the various Empire countries have sufficient community 
of interest to ensure unity in a crisis, let it not be forgotten 
that the whole trend sincx the war has been towards greater 
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iiidq)endcnce of action, and that this ttend is likely to be 
iotensihed, as has already been suggested, if the various 
members of the Empire are taught to think of the main¬ 
tenance of peace in regional, Umited liability terms. So 
long as Great Britain’s policy was full support of a Covenant 
based on the principle that peace is indivisible, the Empire 
was a unit. The contradictory action of South Africa 
and the other Empire countries in respect of sanctions 
may well be significant of what we can expect in the future 
if the new regional principle is adopted. If this view is 
well-founded, the real choice is not between a strong 
I^gue and a strong Empire, but between a strong League 
and a disintegrating Empire. 

II. Dominion-Provincial Financial Relations 

A n indication of the gravity of the Canadian financial 
situation as it affects the relations of the Dominion 
and the provinces is to be seen in the recent proposals for 
the setting up of a loan council for Canada. That the 
provinces, always jealous of their autonomy, were prepared 
to consider such a proposal is significant. That the 
proposals have not yet passed from the sphere of discussion 
will surprise no one who is acquainted with the extreme 
difficulty attending discussion of dominion-provincial re¬ 
lations. The fact that the discussions have gone as far as 
they have is enough to indicate that the stem logic of the 
depression has pushed the question into a realm far removed 
from the cherished notions of the constitutional lawyers, 
whose arguments seem, in retrospect, to have achieved 
most profundity when the problems of the country were 
relatively simple. To-day, the difficulties confronting the 
Canadian economy are such that both the provinces and the 
Dominion are in a mood to consider remedial proposals 
on other grounds than those of mere constitutional validity. 

It has long been apparent that the economic and political 
difficulties that faced the Canadian federation at its inception 
have by no means disappeared. A long, narrow country— 
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a countty at all only by virtue of a transportadon systetn 
very heavily subsidised by the state—^it has its own peculiac 
problems. It was necessary, for example, that it should 
have a tariff in order that traffic should be made to move 


cast and west, rather than north and south across an 
international boundary. The country’s economic life 
depends largely on the export of raw products, such as 
wheat, which are produced in areas far distant from the 
seaports. To the producers of these commodities the cost 
of transportation is a deduction from the world price, and 
there arc continual efforts to have it reduced. The tariff, 
which was necessary to give traffic to the Canadian trans¬ 
continental railways, raises the price of the instruments 
of production to the producers, and an antagonism is thus 
set up between the sections of the country interested in the 
export of primary products and the industrialised areas, 
which arc regarded as having obtained all the benefits of the 
tariff. For example, Nova Scotia, generally speaking, is in 
thorough agreement with the western provinces that the 
tariff bears most unjustly on them both, while favouring 
Ontario and Quebec. It happens, of course, that the latter 


provinces contain the largest part of the population, and 
it is felt that they use their political power at Ottawa to 
perpetuate an injustice to other parts of the country. When 
the depression came, it struck the producers of raw products 
at first with special severity, which accentuated the Itmg- 
standing feeling that the Canadian confederation distributed 
Its favours unevenly. 

Significant instruments of depression policy—for instance 
the tanff and the control of money and banking—ww 
withm the jurisdiction of the Dominion Parliament, which 
was fdt ouftidc Ontario and Quebec to be chiefly representa- 
provinces. The tariff was substantially 
® attempts were made to adjust 

m^ct^ policy to the n«ds of exporters of raw materials, 
^holc “sound 
followed. 
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The afenation has been ren d ered mote difficult by the 
£k± dut certain areas in the western pxorinces have been ' 
sol^ected to an unprecedented drou^t during the last few 
years. Crop £ulutes in the rural areas and the relief pro¬ 
blem in the towns have wrought a great strain on provincial 
and municipal finance in the four western provinces, 
while relief has of course been a heavy burden m all pro¬ 
vinces. Free use has been made in the western provinces 
of the credit of the Federal Government by way of advances. 
These advances cannot go on indefinitely, and the new 
Minister of Finance has quite properly insisted on some 
discussion of dominion-provincial financial relations. It 
should be added that the provinces that have received this 
aid have been inclined to regard it as their right to receive 
certain assistance from the federal authority. Policies 
of the Federal Government have, they argue, home heavily 
upon them, in particular its invasion of the field of direct 
taxation despite the fact that it also enjoys the right 
of indirect taxation, which is constitution^ly denied the 
provinces. They question the justice of the Federal 
Government’s placing upon them any part of the burden 
of relief, because they feel that the magnitude of the relief 
problem is largely due to its own mistaken policies. For 
these and other reasons the discussions on dominion- 
provincial relations now going on arc likely to be but a 
beginning of a very necessary examination of the whole 
Ginadian structure of government in the light of economic 
fundamentals. 

An example of the typical provincial view on taxation 
matters is seen in the report of the Alberta Taxation 
Inquiry Board on provincial and municipal taxation, 
which appeared last November. The general view ex¬ 
pressed is that the Dominion has invaded what was held to 
be the provincial field of taxation, while the provinces have 
invaded what was previously held to be the field of municipal 
taxation. Meanwhile, the Dominion has tended to shift 
a burden of national social obligations on to the provinces, 
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which have then shifted what they could of this new butd^ 
^ to the municipaUties. The municipality not 
cannot shift its increased burdens, but « the same time 
finds its field of taxation narrowed. The mam source 
of municipal revenue is real estate taxation and the 
burden on property has become extremely heavy. It 
is in this strain on municipal finance that the d^ression 
may most clearly be seen at work on the Canadian 

cc(^my^^^tion ^^e division of the tax burden between 
the different taxing authorities arises in various forms. 
For example, in Alberta the total cost of education in 1933 
(excluding the university and the normal schools) was 
19,19^^1. of provincial government contri¬ 

buted 11,587,798, or 17 per cent. The rest was a burden 
on the local school districts, the revenues of which are drawn 
from property taxation within the district. The assess¬ 
ment of property in school districts varied from $3,175 to 
$550,000 and the tax rate for schools varied from z mills * 
to 63 mills. It is apparent that the burden of education, 
which is surely in some sense a national service, is very 
unequally distributed. In 1934, there were 402 school 
districts in default in Alberta, and the salaries of rural school 
teachers were in arrears to the extent of $265,720. 

One obvious remedy for such a situation would seem to 
be a larger unit of taxation than the school district, of which 
there are 1,500 in the province. This would certainly 
equalise the burden as between districts, but it would not 
shift the burden as a whole from the owners of real property, 
which is the fundamental difficulty. The land tax, which 
is the municipalities’ main source of revenue, has become 
intolerable to owners, as is made plain by the increase in 
tax arrears and in seizures for taxes. There is much to be 
said, on grounds both of educational policy and of admini¬ 
strative efficiency, for the view that education should be 
regarded as in some degree at least a national function. 

* A mill is a rate of one-tenth of one per cent. 
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TW Alberta Taxadcoi Inquiry report already referred to 
has this to say : 

The situation in respect to the cost of education borne at 
present by municipalities cannot be imored. The view that a 
national service such as education should depend to a great 
extent on the financial exigencies of local municipalities is rapidly 
being dissipated by the harsh logic of events, and the more 
enli^tened application of the principle of national responsibility 
for a service so national in character has become urgent. 

It need only be added that the views here outlined con¬ 
cerning education ate held also with respect to other 
services, such as provision for health insurance, unemploy¬ 
ment relief, and old age pensions. It is felt that the cost 
of such services should not be saddled on the inferior 
units, but that provision should be made for them by the 
provinces or the Dominion, on the ground that these juris¬ 
dictions have access to other sources of revenue, which arc 
a better measure of capacity to pay than is the ownership 
of real property. 

The comment has frequently been made by British 
visitors to Canada that it would be better were the tax on 
teal estate to be levied on a basis of its earning power, 
rather than on an assessor’s valuation of capital value, which 
often bears no relation at all to actual market value. In 
theory this is sound enough, but in practice it makes no 
difference to the fact that whichever basis is used all the 
property-owners bear all the taxation so long as real 
property is the sole source of taxation. Similarly a tax on 
rents, to be paid by tenants, will in a period of depression 
be shifted back upon the property-owners. The remedy 
for the difficulties of municipal finance—^which are basic 
difficulties in the Canadian situation—does not lie in any 
such proposals, but rather in relieving the municipalities 
of functions that can be better performed by the provinces 
of the Dominion. The Bradshaw report of July 1954 on 
taxation in the City of Winnipeg recommended that pro¬ 
vincial grants to the city for educational purposes should 
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be by jo per cent., and that the province filKnild 

pay to the city zj per cent, of the amount of proviacud 
taxes paid by the citizens of Winnipeg—for example, income,. 
liquor, and gasoline taxes. It also proposed the elimination 
of certain provincial levies on the city. If any such pro¬ 
posal •were to be implemented, it would mean, of course, 
a great reduction in provincial revenue. The provinces 
would naturally turn to the Dominion for relief. It 
becomes apparent that the problems of federal, provincial, 
and municipal finance are not three, but one, and any 
intelligent (hscussion must proceed on that assumption. 

Some figures on the financing of unemployment relief 
in Alberta will reveal the pressure on the three jurisdictions. 

Total Dominion 'Provmia! Municipal 

cost. share. share. share. 

(a) October 4, i9}0, to March ji, 1955. 

$*1,498,007 $8,111,300 $9,254,137 $5,152,350 

(h) Year ended March 31, 1935, 

$4.<jt4i788 $1,327,530 $2,096,995 $1,200,263 

'fhe total expenditure of the province for the year was 
about I j i million dollars, with a deficit of over i ^ millions, 
debt charges accounting for 41 per cent, of the total ex¬ 
penditure. The whole of the provincial share of relief 
in the above figures has been capitalised. The situation 
in the cities and municipalities of Alberta is equaUy serions. 

During the four financial years 19x9-35 the debts of all 
the provinces increased by 48 per cent. Only j per cent, 
of this increase was due to deficits on ordinary account, the 
remaining 93 per cent, being attributable to relief and to 
improvements such as highways, which were in most 
in the nature of reUef expenditure. Most items of 
'*"“8 


It B .p^ttm tlut the ptoviitces have theit own tro.,l,l„ 
a^had the provin« of Saskatchewan instead of AlbeS 
been ttken as an lUusttanon the nigeney of the problem 



©CSiffltlCa^^PROVINCIAL FINANOAL RELATIONS 

tiraiiiy have been seen to be even mote exttetne still. , 
Pbsaible new souices of revenue have been thorcmghlf 
cacpioced, the usual suggestions being a pipvindal tax on 
wages, which has been very productive, if very unpopular, 
in die province of Manitot^ and a provincial sales tax. 
If the latter proves to be beyond the competence of the 
provincial legislatures, it is proposed that a share of the 
dominion sales tax should be given back to the provinces. 
The argument in favour of this proposal has become much 
more pertinent since the Federal Government has increased 
the dominion sales tax to the unprecedented figure of 8 
per cent. 

Proposed 'Laan Council 

In his budget speech of May i, 1936, the Dominion 
Minister of Finance discussed at some length the serious 
state of provincial finances and his plan for setting up a loan 
council, by means of which the Dominion might exercise 
some control over the spending of the provinces. He 
pointed out that these matters had received a great de^ of 
time and attention at the dominion-provincial conference 
held in the preceding December, and that a continuing 
committee had been set up, consisting of himself and the 
treasurers of each of the provinces. He said that it was 
no secret that the credit of the four western provinces had 
been maintained in recent years only by the financial sup¬ 
port of the Federal Government, and that this support had 
gone so far that the Dominion was in the position of being 
the largest single creditor of these provinces. Agreement 
had been reached at the conference that the Dominion 
should undertake to initiate an amendment to the British 
North America Act that would (i) validate certain taxes 
now imposed by some of the provinces and give the 
provinces power to levy a tax on retail sales—a power that 
it has hitherto been extremely doubtful whether the pro¬ 
vinces possess: and (2) enable the Dominion to guarantee 
existing or future debts of a province, as well as enable a 
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province to give the Dominion adequate security for sudh 
a guarantee by the pledge of its Dominion subsidy and, if 
necessary, of other specific revenues. Assuming that such 
an amendment to the British North America Act were 
procured, the Dominion would then set up (i) a National 
Finance Council consisting of the Federal Minister of 
Finance, the nine treasurers of the provinces and the 
Governor of the Bank of Canada, to serve as a “ permanent 
mechanism for mutual discussion for taxation, investment, 
and other financial problems, with advisory powers only ”; 
and (a) individual loan councils consisting of the Federal 
Minister of Finance, the treasurer of the single province 
concerned, and the Governor of the Bank of Canada, 
such a council to have power “ to approve any programme 
for the refunding of the debt of the province, and also to 
supervise future borrowing by such province.” 

An appreciation of the magnitude of the problem here 
involved may be obtained from an examination of the 
amount of federal loans to the four western provinces. 


Loans to Provinces under Relief Acts. 


Net Amount outstanding at March ji, 1956. 


jptafitti/ly 

oblifalioiu 
ami mltrist. 


Manitoba <.<)9.451 

Satkatchewan 5.9M.)4i 

Alberta »,^^^,ooo 

Britiah Columbia . 11,262,109 


Loaiu Jar provincial 
spccificaUj ^posts 

for mictdlHTal pmtraJljt 

ntitj imlnding including 

pmrebast if public nvrks 
seed grain. and direct 

relief. 

t I 


244,400 14,121,000 

13,892,63) 30,541,635 

3,312,000 13,182,000 

16,310,571 


Total. 


S 

J5.j04.85s 

48,368,629 

25,081,000 

*7.57*.68o 


14.911.905 17.4j9.0jj 74.155.116 116,527,164 


The security in cverj' case for these advances consists of 
short-dated treasury notes of the provinces. In no case 
arc the manirities of these treasury bills later than June 22, 
1937, and they bear 3 per cent, interest as from July i,’ 
1956. although before that date they bore higher rates. 

The position of the Dominion Government, in view of 
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daese discussions with the provinces smd the proposed con¬ 
stitutional amendment, was that after March 51, 1936, 
it would not ask Parliament for authority to grant financial 
assistance to enable a province to meet a maturing obliga¬ 
tion, or to provide for other ordinary provincial expendi¬ 
ture, unless the loan council had approved the advance. 
As regards advances for relief purposes, however, the 
Government would presumably continue to make advances 
under parliamentary authority as heretofore. There was, 
during the month of March, an interesting exchange of 
communications between Mr. Aberhart’s Government 
in Alberta and the Federal Minister of Finance. Mr. 
Abcrhart had requested an advance of $2,650,000 from 
Ottawa in order to meet a debenture maturity on April i. 
He was not, however, willing to agree to that measure 
of control of his provincial finances which the Minister of 
Finance considered essential. The parties having failed 
to come to an agreement, the province of Alberta defaulted 
on the obligations that matured on April i. The province 
of Saskatchewan, on the other hand, having expressed a 
willingness to participate in the loan council arrangement, 
received an advance from the Bank of Canada to meet a 
maturity on May i. It is true, of course, that Mr. Aberhart, 
committed as he is to certain unorthodox doctrines of 
finance, was in a more difficult position than the Premier 
of Saskatchewan in this matter. 

The Minister of Finance, in his budget speech, also said 
that he was prepared to make it possible for a province 
whose borrowing proposals had been rejected by the loan 
council to proceed on its own if it were selling its issue in 
the domestic market. If, however, external issues were 
contemplated, or if the whole outstanding debt of the pro¬ 
vince had been guaranteed by the Dominion, approval by 
the loan council would be necessary. This was as far 
as he was prepared to go in modifying the conditions of 
assistance that had troubled Mr. Aberhart. 

The next development in a matter already complex 
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enough csune foom an unexpected quarter. The S eoate . 
under the leadership of Senator Meighcn, refused to apfwov® 
the legislation contemplated. It has been noted tlmt past 
of the Bill wotjld have put beyond question the power erf 
a province to levy a sales tax. The province of New 
Brunswick—relying on the uncertain state of the law on 
the matter—had already enacted a sales tax, but under 
its provisions there was a power to discriminate against 
incoming products of another province. There seemed no 
limit to this power, and it was easy enough for Senator 
Mcighen to show that such legislation, if countenanced, 
would be the equivalent of a protective tariff for the pro¬ 
vince of New Branswick. Such interference with inter¬ 
provincial trade is, of course, expressly contrary to the 
British North America Act. The Senate accordingly 
threw out the whole Bill, It seems a fair comment that 
proper draughtsmanship might have saved the loan council 
proposals from such a fate. 

Here the matter rested until on June 25 the Finance 
Minister announced a proposal to set up a national com¬ 
mittee on financial questions “on a purely voluntary 
basis ”; he emphasised the desirability of regular and fre¬ 
quent meetings with the provinces for the discussion of 
common problems in the field of finance and taxation. 
It is proposed that such a committee be a permanent 
organisation, meeting twice a year and provided with' its 
own secretarial staff. The matter is thus back exactly 
where it was in December last at the dominion-provincial 
conference. It is obvious that there is a need for such an 
organisation, but it is equally dear that there is really 
little will for it. The provinces have had a long training 
in getting from Ottawa what they wanted by political 
pressure, and they do not yet sec any reason for rhanging 
their methods. Ottawa, too, has never yet faced squarely 
just what is involved in the economics of a federal State, 
^d its only rule in dealing with provinces is to give as 
little as possible. The situation is too grave for such atti- 
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todki to be aUoved to continue, and the only mnedy 
Uts m » dioiCHigh examination of the «whole Canadian 
economy and, in paiticular, o£ the special ptoUems atising 
in a fedeml S^te. It is seriously to be hoped that the 
Ministet of Finance will see as one of the fitst tasks of his 
proposed national committee the carrying out of such an 
examination. Australia has amply demonstrated that the 
results of such a study arc of vi^ significance for a federal 
union. 

A discussion of the Australian loan council experience, 
and the possihilides of its applicadon to the Canadian 
situadon, took place recently at a meeting of the Canadian 
PoUdeal Science Associadon. It was pointed out that the 
genesis of the problem was different in Canada, in that the 
Australian experience had dated from a period well before 
the depression. It was also shown that in Australia the 
loan council had never attempted to control the expenditure 
of the proceeds of federally guaranteed loans, whereas such 
control would seem to be a necessary part of any Canadian 
scheme. In so far as the wealthier provinces of Canada 
would probably not see much reason to come into the 
scheme, it could in no way be regarded as a project for co¬ 
ordinating the public finances of the provinces and the 
Dominion. Anything short of such a co-ordinated scheme 
would not, however, be of much value in the Canadian 
situation. For that reason it was proposed that a perma¬ 
nent committee to advise the loan council should be set up, 
consisting of professional economists and men with financial 
experience, and that this committee should concern itself 
with the fundamental questions of the Canadian economy 
in their bearing on public finance. In an economy 
subject to such rapid changes as the Canadian 
economy is, there does seem merit in the proposal for such 
a permanent body. There is however, little evidence 
that cither the Dominion or the provinces are yet ready to 
shed any sovereignty in the matter of financial control of 
their respective jurisdictions. 
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In conclusion, one or two special observations nught 
be made. It has been apparent for some time that the west¬ 
ern provinces are in a serious position, and if the question 
had not been so pointedly raised by Mr. Aberhart through 
his arbitrary reduction of interest rates it would certainly 
have been raised by someone else. Neither Mr. Aberhart’s 
proposals nor his procedure are likely to win approval, 
but his problem must be recognised. A committee is at 
present at work assessing the capacity of Alberta to pay, 
and it is expected that when this report is complete 
conversations may take place between Mr. Aberhart, Mr. 
Dutming and representatives of the bondholders in the hope 
of reaching some agreement as to what can be paid. It is 
time that this whole question was examined on a realistic 
basis in the light of the facts ascertained. 

Canada, 

July 1936. 
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I. The Trade Diversion Pouct 
the tariff proposals of 1955-56 were under 
W discussion in the Federal Parliament, Sir Henry 
Gullctt (Minister without portfolio, directing negotiations 
for trade treaties) annotmced the adoption of a “ trade 
diversion” policy. It had been decided to widen the 
margin of preference for certain goods, and to apply a 
licensing system over a limited range of imports. The aim 
of the new policy was declared to be to increase Australian 
exports of primary produce, expand secondary production, 
and divert to countries already great customers, and likely 
to become greater in the future, some of the trade now 
going to countries that bought little from us. At the same 
time it was hoped that the new measures would help to 
place the country’s “ financial affairs in a sound and endur¬ 
ing position”, make “a significant indirect contribution 
to defence ” and hasten the day “ when immigration can 
be resumed on a basis not harmful, but helpful to every 
industry and worker in the country”. In other words, 
the tariff and the import licences are to be used to accord 
preferential treatment to the goods of certain nations, 
especially of Great Britain, and to regulate Australia’s 
London funds. The same instruments, supplemented 
where necessary by bounties, will also be used to establish 
or expand local industries. 

The trade diversion policy must be interpreted together 
with the Customs Tariff Act, 1956. The most important 
features of that Act are the provision for the intermediate 
rate (actually re-introduced by the tariff resolutions of 
November ^93))* the imposition of specific rates on 
certain piece goods imported from foreign countries, 
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duties on otegon logs and tobacco, and the 
in^position of duties of jjd per lb on unassembled motor- 
cat chassis from foreign countries, 2|d per lb on those 
from and a further yd per lb on all imported chassis 

irrespective of origin. 

Under the licensing scheme, the importation of specified 
commodities (unless of Empire origin) will be prohibited 
except with the consent of the Minister of Trade and 
Customs. Licences are to be granted freely for all countries 
with which Australia has a favourable trade balance, and 
for others in regard to which, although the trade balance 
is unfavourable, the Government is satisfied with the 
position. For other countries they will be granted more 
freely as and when the trade position improves. 

Motor-vehicle chassis are in a special class. They are 
not to be imported from any country other than the United 
Kingdom except with the consent of the Minister of Trade 
and Customs. Until Australia seemed likely to become 
involved in a trade war with Japan, most of the public 
discussion centred itself around this proposal. 

The Government’s decision to give strong and decisive 
encouragement to the establishment of the motor-chassis 
industry in Australia was separate from and independent 
of the general scheme of trade diversion. Its attitude is 
that the local market is now big enough to support such 
an industry, raw material and technical knowledge'and 
skill arc available, and a large part of nearly every car now 
in use in Australia is made locally and the rest should be. 
Whatever objections may be brought against this part of 
the Government’s policy, it can advance a strong case on 
the grounds of defence. 

The textiles mainly affected by the new policy are cotton 
and rayon piece goods. Here the Minister was obviously 
concerned at the decline in British imports during the last 
few years. In 1935 the imports of artificial silk from 
foreign sources represented nearly 90 per cent, of our total 
imi^rts, and unless some steps were taken a similar position 
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would exist with respect to cotton goods. The Govem- 
ment therefore decided that it would no longer “look 
with indifference to the effect upon the Australian interest 
of these swollen and still swelling arrivals of cotton piece 
and artificial silk piece goods ”, and would grant preference 
to British products. 

Before the 1936 tariff was imposed, the duties on cotton 
piece goods were; 

ad valorem : —5 % British, 25 % Foreign, 
primage :—5 % British, 10% Foreign. 

The new duties are : 

British Inter- 
Preferential mediate General 

Tariff. Tariff. Tariff. 

Unbleached, per sq. yard . id * zJd 2?d 

Bleached. „ „ „ ^d • zfd 5d 

Printed, dyed or coloured, 

per sq. yard ... ^d 5id 3id 

* or 5 per cent., whichever is the less. 

Primage duties are abolished on British cottons and 
reduced to 5 pet cent, on foreign. 

On artificial silk textiles the former duties were : 

ad valorem :—20% British, 40% Foreign, 
primage :—10% British, 10% Foreign. 

The ad valorem duties were displaced by specific duties, 
and primage duties were abolished on British goods and 
reduced to 5 per cent, on foreign. The new rates are : 



British 

Inter¬ 



Prfferential 

mediate 

General 


Tariff. 

Tariff. 

Tariff, 

Per sq. yard 

lid 

8 d 

9 d 

with provision for by-law admission at the rates of 


Per sq. yard 

id 

jd 

}d 


The by-law rates will apply to artificial silk ordered 
before March 15 last and entered by November 30 next, 
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in tespect of goods the valtie fca duty of whidi is not 
mote dian yd pet squaxe yatd. 

The country nmst affected by the new textile duties and 
the licensing system is Japan. Fot more than a yeat 
past negotiations have been in ptogtess for the condusiem 
of a trade treaty between the two countries, but the 
Australian Government had almost abandoned hope of 
agreement when the new policy was announced. The 
immediate effect of the announcement was an tinofficial 
boycott. Japanese buyers in Australia ceased to buy wool 
and flout and most of the other products that make up 
the Australian export to Japan. This was followed on 
June 25 by an official announcement of an ordinance 
under the Japanese trade protection law whereby imports 
of wool, wheat, or flour into Japan were prohibited except 
under licence and an import duty of jo pet cent, ad valortm 
imposed, in addition to the ordinary import duties, on 
hides and skins, beef tallow, beef, butter, condensed milk, 
and casein. 

Until the Japanese Government took this action, the 
Australian Government remained silent as to the course 
the negotiations were pursuing, but when news of this 
ordinance was officially communicated to him, Mr. Lyons 
made an announcement. 

.1 would like you dearly to understand (he said) that the re- 
sensibility lies with the Japanese manufacturers and exporters' 
who,_ during the past two or three years, continuously and 
^Ucally, have reduced their prices to levels against which no 
European country or the United States of America could compete, 
except upon a diminishing and insignificant basis in this 
Australian market. 


In making these reductions Japan had lead 

the advantage against all other countries of much lower wages, 
longer working hours, cheaper raw materials, a substantial 
i^vantagc by currency depreciation, and lower freight rates 
because of her relative proximity to the Commonwealth? 


The extent to which these price reductions have tvirn 
carried was illustrated by the fact that 
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in Eefanity bM the avetage ptioe of artifid^ silk imtioits £com 
the tlaibMl Kingdom was 140^ from Betehim, i4|d, Ftance 58^^ 
Gamuxf United States i4ld and from jwan 4id. fo 
1931 Aosttalian impotts of artificial silk piece gooos from J^>an 
were 8,400,000 t^uare yards at an average value per square 
^ard of 8*3d sterling. Three years later, in 1935, the Aust^an 
inerts from Jsq>an were 65,800,000 square yards at an average 
pr&e of 4*8d sterling. The quantity was increased, eight times 
as the price was almost halved. 

Wh^ we endeavoured with the Japanese representatives in 
this country (said Mr. Lyons) to reach a friendly agreement 
that would have the eficct of limiting these imports of textiles 
to the Commonwealth, but of still leaving them a very large 
share of our textile trade, they replied after consultation with 
their Government that they must insist upon the retention of 
90 per cent, of our trade in artificial silk, and that there should be 
no restriction whatever on the quantity of cotton piece goods 
imported and no alteration in tne duties prevailing on these 
goods. 

They went further, and made it clear to us that if their wishes 
were not respected, and if we varied either the quantity of the 
Jap^ese import or the prevailing duties, they would take action 
against us. In other words Japan attempted to limit our tariff- 
making powers. 

More than that. In correspondence with my Government 
they have said in effect that useful discussion could take place 
upon our import of Japanese textiles only when we had given 
Japan a share of the market in other goods now enjoyed by 
goods of British origin. So that we have here both a declaration 
that if we altered our duty rates against Japan we would suffer 
^rmfiil trade restriction, and a phun proposal that we should 
jettison our whole policy of reciprocal Empire trade. 


Japan has for some years been a very powerful and 
valuable influence in the Australian wool market, and there 
is a fear in Federal parliamentary circles that she may be 
disposed to exploit the fact. Should that fear be well 
founded, the disposition is likely to grow as her purchase 
of Australian wool increases, and with the growth of 
Australian imports from Japan there will be larger interests 
in that country to support the Government if it should 
see fit to demonstrate against Australian tariff charges. 
However regrettable a trade war may be, Australia must 
insist that her tariff policy is a matter for her own decision. 
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Not tuuutacally many of the gtaziers ate perturbed at 
the news <rf the Japanese trade restrictions, but in general 
there is a tendency to await further developments. As yet 
it can scarcely be said that public opinion has crystallised. 

The Cement Duties Controversy 

While the 1933-36 customs tariff proposals were before 
Parliament a controversy of some dimensions was aroused 
by the unwillingness of the House of Representatives to 
accept the recommendation of the Tariff Board that the 
duty on cement produced in the United Kingdom be 
abolished. The Tariff Board had made its recommenda¬ 
tion on the grounds that local manufacturers were now in 
a position to sell cement below the duty-free cost of im¬ 
ported British cement, and that the previous duty of is. 
per cwt was being used to cover excess profit-taking 
in an industry which is over capitalised. The Board’s 
aim was not to encourage the importation of cement but 
to force a lower selling price. 

The ostensible cause of the opposition to the Govern¬ 
ment’s proposal was the plea that the industry would be 
destroyed in the less populous States, but there was per¬ 
sistent and determined lobbying and much press agitation 
by the interests involved. During the course of the dispute 
the Home Government intervened so far as to draw the, 
attention of the Commonwealth Ministers to their com¬ 
mitments under the Ottawa agreement. Ultimately a 
compromise was arrived at whereby British cement will 
be subject to a duty of 6d per cwt until December i, 1936. 


II. The German Colonial Question 

O N March 13, Senator Sir George Pearce, Minister 
for External .^airs, made a statement concerning 
Austria’s policy with respect to the mandated possessions. 
He showed how little substance there is in the claims of 
the ^ Have-not ” Powers that colonial possessions provide 
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oudbts for their surplus pc^ulaticMis or gmrarnee access 
to raw materials. Any re-adjustment or general settlement 
made with the dissatisfied nations should, he contended, 
be made “within the framework of international justice 
and order He endorsed the general sentiments of Sir 
Samuel Hoarc’s statement in the House of Commons on 
December 5, and concluded by saying that the Common¬ 
wealth Government concurred in the Ministerial statement 
recently made in the House of Commons that the British 
Government had not considered and was not considering 
the handing over of any of the British colonies or territories 
held under mandate. 

This, and the publication of Herr Hitler’s Peace Plan 
with its oblique reference to the same subject, aroused a 
brisk controversy in the local press. Newspaper cor¬ 
respondence and the reports of lectures and addresses 
showed that the subject was one upon which there was 
marked difference of opinion, and even more strongly 
marked difference of feeling. 

It was argued on the one hand that the German demand 
was not altogether unreasonable and that concessions might 
be desirable. Germany could not be expected to accept 
the principle that the forcible seizure of colonies was just 
until the end of the Great War, and unjust thereafter. 
Whether the possession of colonies did or did not solve 
the problem of securing access to raw materials, and provide 
outlets for surplus population, if the German sense of 
injury, injustice, and inferiority could be removed by 
surrendering Togoland or the Cameroons, the price might 
not be too high. If, indeed, surrender of the mandate 
for New Guinea should be demanded in the interests of 
world peace, the sacrifice might still be worth making. 
Moreover it might be a decided advantage to have another 
Etiropean Power with interests in the Pacific, and with 
its possessions between Australia and the Far East. 

The counter opinion was expressed with greater heat. 
Germany forced a war upon the world and lost her colonies; 
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she most atude by the cooseqaences. Austtalia’s sh«fe oS 
these colonies h^ been purchased with Australian Idbod. 
To restore the natives to the tender mercies of the Germans 
would be to betray a sacred trust. Australia had achieved 
a tremendous task in organising a health service and 
stamping out disease; could that task now in honour be 
abandoned ? A mandate, transferred to Germany, would 
cease to have meaning; was she not notoriously un¬ 
scrupulous in respect of treaty obligations ? Her under¬ 
taking not to fortify the territory or enlist the rutives for 
other than police purposes would be another, “ scrap of 
paper”, and the result would be a Maginot line in the 
north of Papua. Having got the Germans out of the 
Pacific we must keep them out. Once back they might 
ally themselves with our enemies. In any case, to make 
concessions for the sake of pacifying Germany would be 
to repeat Ethelred’s mistake, and the new form of Danegeld 
would prove as futile as the old. 

The champions of restoration withstood this somewhat 
fiery assault quite sturdily. Like all such controversies, 
it simply faded away, but it seemed to reveal that very 
strong feeling could be aroused by what was taken to be a 
proposal to propitiate Germany at the expense of 
Australia. 

Australia, 

July 1936. 
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I. The Parliamentary Session 

J ULY—^the month during which these lines are being 
penned—^is the pleasantest month of the South African 
year. Except in the comparatively small winter-rainfall 
area in the south, it is a month of days of bright, unbroken 
sunshine and cold, crisp nights, with the highveld air at 
its most tonic and invigorating. Moreover it is the most 
generally popular holiday month. And so, mercifully, 
July has come to be the one month in the year relatively 
free from the political alarms and excursions that are so 
dear to the heart of at least the rural South African. The 
fact that the parliamentary session usually ends in June 
encourages the tendency to regard the month that follows 
as a breathing-space, before the political battle is resumed on 
the platforms and in the market-places throughout the land. 
This year July fulfils its traditional r 61 e with more than 
ordinary acceptability. The parliamentary session has 
exceeded the average in length, having commenced on 
January 24 and concluded on June 17. And there lie ahead 
of us provincial election campaigns, which promise to be 
fought with more than ordinary virulence, and which will 
certainly make the months of August, September and 
October, from the political point of view, more than ordin¬ 
arily unpleasant. 

ITie chief factor in the lengthening of the session was the 
protracted discussion of the Natives Representation Act.* 
Since, whether for weal or woe, it dealt with South Africa’s 
greatest problem—^it may fairly be described as epochal in 
inq>ortance—was natural that it should have absorbed 

• A full account of this legislation will be found in The Round 
Table, No. loj, June 1936, pp. 328 etseq. 
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a large amouat of parliamentary time. But it gravely 
embarrassed the Government in the carrying out of its 
legislative programme, and at the end of the session the 
number of slaughtered innocents was very considerable. 
Even so a good deal of useful constructive legislative 
work was done. As a complement to the Natives Re¬ 
presentation Act a Natives Land and Trust Act has been 
passed, practically in the form in which it was drafted by 
the Joint Select Committee of both Houses to which were 
referred General Hertaog’s original Bills. The essence 
of this Act is that it implements the promise made as far 
back as 1915, when the Natives Land Act was passed with 
the object of preventing natives from purchasing land in 
European areas, the promise, namely, that additional 
areas would be set aside as native areas in which they might 
acquire land for themselves.* In theory, this legislation 
was recognised on all sides from the outset as marking a 
big step forward, despite certain clauses that might be 
made to operate harshly in respect of native labour on the 
farms. It was urged, however, that it was one thing to 
set aside areas in which natives might acquire land, quite 
another thing to provide the means to enable them to do 
so. Everything, it was said, would depend on the Govern¬ 
ment’s readiness to provide loan funds for this purpose. 
In a sense, indeed, this issue provided a test of the good 
faith of a Government that had Just deprived the Cape 
native of his almost century-old right of voting on a com¬ 
mon roll with the European and the coloured man. It is 
gratifying that the Government should have responded to 
this test as well as it did. During the second reading 
debate General Hertaog announced that funds amounting 
to ;Ci 0,000,000 would be voted within the next five years 
for the purchase of land for natives, and that any further 
sums which might at any time appear to be necessary for that 

• For details sec The Rou^ Tabijl, No. 100, September 1935, 
pP- 7*3 A further discussion of this measure will appear 

in a later issue of The Round Table. 
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putpose would immediately be provided. It would seem 
that in respect also of the economic development of the 
rutivcs the 1936 parliamentary session is likely to mark an 
epoch. 

From legislation dealing with natives Parliament passed 
naturally enough to legislation dealing with Asiatics. 
An article in an earlier issue • reviewed the complicated 
question of Asiatic land tenure in the Transvaal. The 
essential points are that Asiatics may not own land in the 
Transvaal, save in streets, wards and locations assigned 
to them for habitation under the Republican Law of 1883 
(which in practice do not exist), that in respect of pro¬ 
claimed land in mining areas like the Witwatersrand there 
is a prohibition of Asiatic occupation as well as of ownership, 
and that this latter restriction has never very adequately 
been enforced, with the result that there is in fact a good 
deal of illegal Asiatic occupation and trading, more especi¬ 
ally in Johannesburg and the adjacent mining towns. 
The Act of 1932 sought to deal with this aspect of the pro¬ 
blem by providing for the legalisation of such occupation 
in certain areas and on individual sites to be specified. 
A strong Commission under the chairmanship of Mr. 
Justice Feetham was appointed to make recommendations 
as to the areas and sites so to be dealt with, and to compile 
a register of legal and illegal occupation for the future. 
In its report, however, it also made certain recommendations 
for the amendment of existing legislation, for the most part 
in the direction of the relaxation of restrictions. Neatly 
all of these Parliament has accepted, but it has gone further. 
It has agreed that, subject to a resolution of both Houses of 
Parliament, Asiatics should be allowed not merely to occupy 
but also to own land in the areas that are to be specified. 
Since occupation and ownership in these areas will not be 
limited to Asiatics, the underlying principle is not necess¬ 
arily one of segregation. For the first time the principle 

* See The Round Table, No. 101, December 1935, pp. 188 et 
s$q. 
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has been acce|»tcd than an Asiatic maf in his ovm nsuae 
own land in the Transvaal in an area in which Europauis 
also own land. That, having regard to Transvaal history 
and sentiment, is an important advance towards a more 
liberal policy. 

To three other enactments of the parliamentary sessiwi 
reference is necessary. A Broadcasting Act, based on the 
precepts of Sir John Reith and the example of the British 
Broadcasting Corporation, puts an end to the private 
monopoly hitherto existing, and creates a public utility 
company, to be known as the South African Broadcasting 
Corporation. It is to be entirely free from government 
interference or political bias, and is required to pay due 
regard to English and Afrikaans cultural aspirations and 
sentiments alike. It will be interesting to sec how, in this 
difficult land, it meets this last requirement. Secondly, 
a Sugar Act has been passed regulating the affairs of the 
dominant industry of the Natal coastal belt. The sugar 
industry, being unable to produce at world prices, maint ains 
equilibrium by means of a high domestic price of 3|dper 
lb for refined sugar, secured by government action, which 
enables it to sell its surplus production oversea at a price 
under cost. The new legislation provides for the control 
of the industry by agreements entered into between growers, 
millers and refiners of sugar, and protects the interests of the 
small grower by determining the basis on which cane 
will be purchased from him by the miller, but it also re¬ 
quires that in addition to white sugar at 5 Jd per lb there will 
be made available to the public a grade sugar at ajd per 
lb. Finally, as one of the main legislative achievements 
of the session, must be mentioned a new Insolvency Act, 
Mother important contribution by General Smuts as Min¬ 
ister of Justice to the modernisation of the Union’s statute 
lxK>k. In it, in addition to the consolidation of the exist- 
ing law, a large number of valuable changes of a far-reaching 
character have been made. 
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IL Thb Union and the Wqbxd 


T he significance of a patliamentary session can of course 
never be measured merely by the legislative work per¬ 
formed. This year’s session has been rendered particularly 
important by the clarification of the Government’s policy and 
attitude on important issues. Three such issues stand out. 
They may be considered separately, but the Government’s 
policy in regard to them constitutes a coherent whole. 
First there is South Africa’s attitude towards the League 
of Nations. Here, as all the world knows. South Africa, 
through her Prime Minister, General Hertzog, and her 
representative at Geneva, Mr. te Water, has taken up an 
imcompromising attitude in opposition to the abandonment 
of sanctions against Italy. Her view has been—one can 
but hope against hope that it is a wrong view—that the 
abandonment of sanctions means a vital breach in the prin¬ 
ciple of collective security, and portends the downfall of the 
Lwgue. Moreover, she has not been uninfluenced by the 
consideration that a common adherence to League prin¬ 
ciples promised to be a most effective link between the mem¬ 
ber States of the British Conunonwealth, 

Then there is South Africa’s attitude towards the Com¬ 
monwealth. Very emphatically has the Prime Minister 
emphasised South Africa’s appreciation of the value of 
her association with her friends within the Commonwealth— 
“ There is no nation,” he said, “ among the nations of the 
world to-day, that is ready to do what Britain is prepared 
to do for us, and there is not one nation that has done what 
Britain has done for us.” Very emphatically, too, has been 
indicated the willingness of South Africa, while she retains 
her freedom of decision in regard to participation in any 
war, to consult with Great Britain and the rest of the 
Commonwealth in matters of defence. And that indeed 
was the primary purpose of the recent visit of our Minister 
of Defence, Mr. O. Pirow, to London. 

Finally, there is South Africa’s attitude towards the 
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cootment of Africa, and especially Brirish Africa. OcaJoer 
and clearer does it become that South Africa is aspiring 
to a position of leadership in respect of a large part of the 
continent. Last year she initiated, and acted as host to, 
two important pan-African conferences, one on health, 
aiKl one on postal and telegraphic communications. She 
has now Issued invitations to a third such conference, 
this time on transportation. Moreover, it is clear that her 
defence policy is based on the principle that she may be 
called upon to assist other British communities in Africa. 
The general outlook of the Union has been immensely 
broadened in recent years. It has become essentially an 
African outlook. 

All these policies stand in relation to the issue of the 
Italo-Abyssinian war, which indeed provides a bond of 
unity between them. That war has made South Africa 
think of the temptation that her own “ Naboth’s Vineyard ” 
—^thc Witwaterstand—^presents to a would-be aggressor. 
It has made her realise that her real frontier is the Kenya- 
Abyssinia border. It has brought home to her the danger 
of a return of Tanganyika Territory to Germany—and it 
is believed that one of the objects of Mr. Pirow’s mission 
to London was to state South Africa’s views in this regard. 
It has made her see in a strong League of Nations a bulwark 
against any such retrocession. It has brought home to 
her the danger of attack from an African base by means Of 
the fast-moving aircraft of to-day, against which the British 
fleet could be no protection, though the principle of collect¬ 
ive security might. And with the failure of that principle 
in action, it has strengthened her desire to consult with and 
avail herself of the support of (in General Hertzog’s words) 
her “ best friend At the end of his visit to London, 
Mr. Pirow emphasised that there is a ninety per cent, 
coincidence between the interests of the British and the 
Union Governments. The South African eye, its vision 
no longer limited by the Limpopo, to-day scans the African 
horizon with anxiety, and it finds not even a measure of 
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leassutance, till it pierces the distance that sq>atate8 it 
{Kun London. 

III. The Political Future 

S O much for the parliamentary session that is past. 

It remains to review future political prospects. As 
already indicated, there will this year be general elections 
in each of the provinces. These will not be fought on 
provincial issues, but are regarded by all sections as a 
preliminary trial of strength in anticipation of the parlia¬ 
mentary elections due in 1938. There can be little doubt 
that these elections will show that the United party can 
still command a majority in the country as a whole, sub¬ 
stantial enough, though not as large as that which it has 
at present in Parliament. It is true that during its three- 
and-a-half years of office the Government has inevitably 
incurred a measure of unpopularity, but none of the Opposi¬ 
tion parties is in a position to-day fully to exploit that 
impopularity. The Nationalist Opposition, led by' Dr. 
Malan, is unhappy over the question of republicanism. 
Dr. Malan has adopted as his slogan “ A republic, but not 
necessarily in our time ”. Some of his Transvaal followers 
have broken away from him because of the qualification, 
while in the Cape influential elements in his party are restive 
at the bare mention of the word “ republic ”. For the rest, 
he can but seek to unite the forces of reaction with the battle- 
cry " South Africa alone ”, reverting to the narrowest 
isolationism of pre-coalition Nationalism, opposing South 
Africa’s support of the League, ridiculing any expression 
of friendship for the British Commonwealth, and insisting 
that South Aifica must, now and for all time, declare that 
she will not participate in any war in which Great Britain 
might become involved. Up till six months ago the 
Nationalists were definitely making headway, especially 
in the Free State, General Hertzog's stronghold; since then 
their progress would appear definitely to have been checked. 
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Then thete is the Dominion patty, led by Colonel StaRatd, 
the formation of which goes back to the opposition to the 
Status Act of 1934, which has found its diicf impimdott 
in the cry “ South Africa an integral and indivisible part 
of the British Empire ”, and which has made its appeal 
primarily to that section of British sentiment which is mote 
British than the people of Great Britain. The speeches 
of General Hertaog indicating his attitude towards Great 
Britain, and the obviously increasing effectiveness of co¬ 
operation between South Africa and the Commonwealth 
in matters of defence, have robbed it of much of its raison 
d’itre. To-day, it seems to be devoting itself more and 
more to an exploitation of whatever popular dissatisfaction 
with the Government’s domestic policy there may be. 
It won a by-clection at East London eighteen months ago; 
it has failed in subsequent attempts, while registering 
sufficiently large polls to embarrass the Government. 
At a general election it would probably increase its present 
representation of five in the House, though not by very 
much. It is the Labour party that has at present the most 
hopeful prospects, especially on the always mercurial 
Witwatersrand. To it the discontented urban voters 
most naturally turn, and it has in fact already won two 
by-clcctions in that area. At the forthcoming elections 
for the Transvaal provincial council it will almost cettairtly 
win the bulk of the Witwatersrand seats, the more so as 
Dominion party candidates, while not strong enough to 
win scats, will split the anti-Labour vote. But Labour’s 
prospects, like those of the Malanite Nationalists, are also 
marred by internal dissensions, in this case of a personal 
nature, and while the party remains predominantly an Eng¬ 
lish-speaking patty, though the workers are coming to be 
predominantly Afrikaans-speaking, it cannot expect to 
become a factor of first-rate importance in South African 
politics. 

The United party Government’s position would there¬ 
fore seem to be assured for some little time to come. It 
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is, liowevei:, an unvrieldy patty, and as such sub] edt to stresses 
a^Axains the fall effect of wUch has hithettobeenobscuxed 
the dominance of the leadership of Generals Hertaog 
ai^ Smuts. Urban and rural interests are not always 
easy to reconcile within the party; there is a liberal group 
within its ranks, small but not uninfluential, and there 
axe those whose political philosophy has more than a tinge 
of fascism; there is always the danger of personal rivalries, 
though so far these have not been very apparent. What 
will happen when one or both of the leaders fall away, 
no one can say. Sooner or later, no doubt, there will be 
a new alignment in South African politics, almost certainly 
on purely economic lines. 

Meantime the preliminary census figures have given a 
portent of political change. There has been a big shifting 
of population from the country to the towns, especially 
to the Witwatetsrand. Not for much longer will the rurd 
areas enjoy political predominance in South Africa. At 
the same time the urban population is coming to be in¬ 
creasingly Afrikaans-speaking in its composition. It seems 
inevitable that the time will come when a political party 
composed primarily of workers in industry and commerce, 
without regard to language or descent, will be able to make 
a serious bid for political power. 

Union of South Africa, 

July 1936. 
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N ever, probably, since 1891 has Parliament engrossed 
the interest of the people of New Zealand to such a 
degree as during the last three months. Assured of a 
majority of about three to one in the popular chamber, 
and in the upper house of two to one, Mr. Savage and his 
colleagues have been able, in drafting their measures, to 
express exactly what they want to do in order to implement 
a policy that has been nuturing during a whole generation 
in opposition. Labour certainly knows quite clearly what 
it is after, and is yet in no danger of meeting obstacles in 
parliament. In none of its measures has there been any 
suspicion of trimming; the party is “ going the whole 
hog . The weak and often jaded Opposition has made 
its vigorous protest, and again and again such taunts as 
Socialism ”, “ Hitler ” and “ Mussolini ” have been 
hurled across at a party that receives them all smilingly. 
The Government is making full use of the parliamentary 
steam roller. Each measure having already been presented 
to the party caucus, the rank and file as a rule takes no 
part in the debate, leaving it to the Opposition to stone¬ 
wall to the Minister in charge to explain and defend, and 
to the Prime Minister to ask for declarations of “ urgency ” 
or the closure as occasion demands. Under such con- 

£ Kgutihj^"''' machine- 


^^’verment has taken the country into its con- 
bv mLv degree, heralding each new measure 

dued r ““0- 

fais of some “ n T" *“* 

.‘"“Wed sections of the public, assuring 

hem^hat nothing will be done by his patty except in th! 
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imblic interest, and that the millennium -will inevitably 
emerge from their legislation. Critics aiiid friends alike 
have noted with satisfaction the evident determination of 
the new Government that New Zealand shall find its 
future in the British Commonwealth of Nations, drawing 
closer the ties with the Mother Country and ^e other 
Dominions and looking to them in the first place for 
markets and imports. 

The interruption of the Address-in-Reply debate by the 
appearance of the Government Railways Amendment Bill 
was an earnest of the promptitude with which legislation 
was to be brought forward. The main object of this Bill 
was to honour the election pledge of the Labour party to 
reverse the policy of government by boards and commis¬ 
sions. It abolished the Railway Board and restored full 
control of the service to the Government, which has 
administered it with one or two short intermissions since 
pioneer days 70 years ago. The Minister (Mr. D. G. 
Sullivan) declared that there had never been a majority in 
the country in favour of operating the railways as a rigid 
commercial system. The second reading was carried by 
j2 votes to 17, numbers that varied very little in later 
divisions of the session. This debate, made it obvious 
that the Government aimed at full state control, if not 
ownership, of all forms of transport. The Leader of the 
Legislative Council (Mr. M. Fagan) announced on April 22 
that it was intended to safeguard for the people any better¬ 
ment accruing to lands from the construction of railway 
lines. The Council passed the Bill by 23 to 6 (the oppo¬ 
nents being all nominees of the late Government). 


I. Labour’s Financial Plan 

O N the second business day of the session, the Minister 
of Finance (Mr. Walter Nash) introduced his Reserve 
Bank Bill, the first move in a gradual unfolding of the 
Government’s financial policy, which is in effect full 
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control of the currency and ciedit of the Do^oii. The 

Government has bought out the whole of Ae private 
share capital of the Bank (£j 00,000). itoous to do 
complete justice to shareholders, it has paid £6 5 s. for each 
£5 share, the market price on the day of the general ela¬ 
tion. “ We felt," said Mr. Nash, ‘‘ that we had to m^- 
tain the sanctity of contracts unless (it) defimtely prejudiced 
the welfare of other people." The distinction between 
Government and shareholders’ directors no longer eidsts, 
but the same personnel will continue in office, as well as 
the governor and the deputy-governor. In the original 
Act of 1933 the Reserve Bank was charged with controlling 
monetary circulation and credit in New Zealand in order 
to promote the economic welfare of the Dominion. Its 
duty now is to give effect to the monetary policy of the 
Government, to which end it shall 

regulate and control credit and currency in New Zealand, the 
transfer of moneys to or from New Zealand, and the di^osal of 
moneys derived from the sale of any New Zealand products for 
the time being held overseas. 

The Bank is no longer restricted as to the amount of 
government securities it may purchase; it may underwrite 
any government loan; and it may grant overdrafts either 
to the Government or to any statutory authority for the 
purchase and marketing of New Zealand produce. The 
Government henceforward will be able to borrow from 
the Bank on treasury bills up to the limit of its estimated 
revenue for the year; under the old Act it was restricted 
to half. The Minister may suspend or vary as he thinks 
fit the provisions for the exchange of Reserve Bank notes 
into sterling for immediate delivery in London. The Bill 
gives authority for controlling the transfer of all funds to 
and from New Zealand. Speaking on the second reading 
on April 5, Mr. Nash said : 

Wc want central control of our credit and wc want to be 
able to control the transfer of money from this country to other 
countries. . . . Wc want to ensure that all the exchwge thnr is 
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ptodooed by the sale of commodities in this country for eimort 
ovexseas goes through the Reserve Bank. Having done mat, 
we will nuke the exchange available to the trading banks in the 
quantity that is necessary to enable them to do the work we 
have set out to achieve. The first principle of the Bill is to 
transform every semblance of private control into complete 
State ownership in every way. We propose to achieve com¬ 
plete control of sterling credit overseas, and to give; power to 
the Bank to suspend the right of anyone to receive sterling. . . . 

Overdrafts will be granted only to government depart¬ 
ments handling products mainly for export overseas. 
That is linked up with the guaranteed price policy, which 
is referred to later. 

The debate disclosed phase by phase the Government’s 
ultimate policy of advanced socialisation, which drew the 
whole-hearted opposition of the minority in the House. 
The Opposition contended that everything the Govern¬ 
ment sought could be better obtained through the col¬ 
laboration of state and private enterprise under government 
supervision. The policy of a guaranteed price for produce 
challenged the whole existing economic system. The 
Prime Minister intervened with one of his soothing 
assurances. 

The time had come (he said) not only to have power to legislate 
so as to enable the people to get access to the means of pro¬ 
ducing wealth, but to shape the way for the people to get access 
to that wealth when it had been produced. What was the use 
of it all unless that was done ? . . . The Government wanted 
to work with the bankers, and they could do it. The Govern¬ 
ment had no more intention of operating the banking system 
from the Cabinet room than of going to Wellington Hospital to 
operate on the patients there. The Government would be the 
master of the situation, just as it would be the master of every 
other public service. 

Assets would be brought into being equal in value to the 
total expenditure. 

The Government called for urgency on the Bill (which 
it was hoped to pass before Easter), and the closure was 
employed to shorten discussion. The Minister explained 
that every person in the Dominion who produced goods 
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would be paid for them in New Zealand currency and 
would be able to use the money in New Zealand. Anyone 
requiting credits for importing goods into New Zealand 
would be able to get them from the funds in London, 
after the Government’s requirements for interest and other 
debt services had been met. This surplus would be avail¬ 
able automatically through reciprocal trade agreements for 
the importation of British goods into New Zealand. 
“ Goods that could be economically manufactured here 
should be made m the Dominion, and those that could not 
would be purchased from Britain through the sale of our 
products.” The Government is not interesting itself at 
present in any London balances except those held by the 
Reserve Bank. 

If the necessity arises for the Government to have, through the 
Reserve Bank, complete control of the credits that have been 
built up by the export of New Zealand goods, then we will 
complete control, and we propose to take it under 


The division on this Bill, on April 6, was : For 51, against 
16. The Government had the support of the two mem¬ 
bers of the Country party and one Independent. The Bill 
passed through committee without amendment, and had 
Its third reading (by 55 to 17) at the end of a sitting which 

onth'vrGo^ir . 

car^^d Council on the same day 

earned the mind back irresistibly to the time 40 years ago 
when Ballancc and Seddon, the forerunnei of thfse 
reformers of to-day, had their policy measures rejected 
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the same position. Not only is the lesson of 189Z a 
“ select docotnent ” in the memory of Ndir Zealand legis¬ 
lators, but about one-third of the members of the present 
Council were appointed by the Labour party to fill vacancies 
a few weeks after they took office. Several of the old 
members spoke critically of the Bill, but bearing in mind 
that it was a money measure, which the Council could not 
amend, they allowed the second reading to pass without a 
division. Sir Charles Statham (who for ij years was 
Speaker of the House of Representatives), in his first 
speech in the Council, reminded members that though 
they could criticise it was no part of the duty of the Council 
to obstruct the policy of the Government of the day. 

Having thus initiated its new finance, the Government 
spent a great part of the Easter recess in consultation with 
its supporters, who had assembled in Wellington for the 
annual conference of the New Zealand Labour party. 
The Minister of Finance, in his retiring speech as presi¬ 
dent, delivered a triumphant record of achievement and 
encouragement. 

Life is maintained (he said) on goods and services. Goods 
and services are only possible through work. . . . Capitalism 
has shown the possibilities of production. Its spirit—the spirit 
of acquisitiveness—has perished in its effort. The task to be 
taken up is ours. We must organise production and distribu¬ 
tion. Work must be the title to wealth. Idle labour and 
unused resources insult the governing authorities, while hunger 
in the widest sense, hunger for food, clothes, shelter, leisure, 
culture, and freedom, are with us in any measure. The remedy 
is organised production for use—co-operative production— 
individual use; a new economy of human living, to ensure 
which requires unqualified community command over natural 
resources, from which all things needful for life have to be 
drawn. Social ownership of natural resources—social control 
of the methods of utilising these resources. ... I see no other 
way of solving existing problems than that of the co-operative 
commonwealth. 

The ambition of the party, he said, was to make New 
Zealand “ the first effectively socialisticaUy-controUed 
country in the world But he warned his hearers not 
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to be m^tient or try to drive the Govermnent along too 
fa#t. The Prime Minister abo put in a timely -wrord of 
warning: 

There will be no attempt on the part of the cot^tence to 
interfere with the poli<y. The Government alone is charged 
with the development of Labour’s policy along the best possible 
lines, and there can be no interference from outside either in 
matters of policy or of administration. 

It would be idle to suggest that the first instalment of 
the Government’s policy left the country unmoved. Since 
the early weeks of the year an uneasy apprehension has 
prevailed in business circles. When the session opened 
these fears grew. The financial revolution could scarcely 
be without repercussions; and promises and commitments 
made by individual Ministers left it clear that considerable 
additional sums would have to be provided from taxation. 
The unemployment fund was already over-spent, and it 
was admitted that the estimated revenue of £},900,000 
from unemployment taxes would not nearly suffice. 
The Minister (Mr, Armstrong) has now disclosed that the 
Cabinet has promised an additional £2,250,000, altliough 
the unemployment taxes themselves arc not to be 
increased.* 


11 . Marketing by the State 

W HEN Parliament re-assembled after Easter it was 
presented with another major Bill providing for the 
marketing of New Zealand produce by the State and the 
payment of a guaranteed price to producers.t Mr. Nash 
explained that the measure was designed to protect the 
producer against market fluctuations. The method was 
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tiiat liK Cxown should purchase the produce'at pricra to 
be fixed £com time to time and sdfi it oVetseas. As for 
produce intended for consun^tion in New Zealand^ the 
Government could either purchase outright or merely 
control the sale and distribution. For the present, dairy 
produce only is to be purchased, but the shipping of all 
produce will be under state control. The Priti^ary Pro¬ 
ducts Marketing Department is established, to arrange for 
the acqiiisition of produce on behalf of the Crown and for 
its sale in New Zealand or overseas whether the Crown 
acquires ownership or not. The department absorbs the 
functions and most of the personnel of the Executive 
Commission of Agriculture, established in 1934. Dairy 
produce has a wide definition, but for the season opening 
on August I the Act will affect only butter and cheese. 
The produce becomes the property of the Crown as soon 
as it is shipped free on board, and thereafter the depart¬ 
ment has to carry out all the duties of handling, shipping 
and insurance. As soon as the Government assumes 
ownership, payment will be made to the company or other 
owners of the factory. Trading outside the state channels 
—or “ bootlegging ”—^will be dealt with drastically. 
Price fixation will be by Order-in-Council. 


For the coming export season (the Minister said) prices will 
be fixed after taking into consideration the prices received in 
New 2Lealand in respect of dairy produce . . . exported from 
the Dominion during a period from eight to ten years imme¬ 
diately prior to July ji this year. After the next production 
year, prices will be fixed on the same grounds but with regard 
to the following additional considerations : 

The necessity in the public interest of maintaining the 
stability and efficiency of the dairy industry. 

The costs involved in the efficient production of dairy 
produce. 

The general standard of living of persons engaged in the 
dairy industry in comparison with the general standard of 
living throughout New. Zealand. 

The estimated cost to the department of marketing the 
dairy prcduce concerned and also the cost of general admnis- 
tradon. 
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The prices fixed after July 31, 1937. 

shall be such that any efficient produrer engag^ in the dairy 
industry under usual conditions and in normal circunastanccs 
should be assured of a sufficient net return from his business to 
enable him to maintain himself and his family in a reasonable 
state of comfort. 

Prices can be fixed for the local market whether the 
State purchases the produce or not, and it will be the aim 
to give the producer the same return as if his produce 
were exported. The property of the Dairy Board in the 
National Fern Leaf design, registered in the United King¬ 
dom, passes to the Crown. 

Mr. Nash, in a logical, clearly reasoned speech, intro¬ 
duced the Bill as a component part of the Government’s 
credit policy and balanced economy. Managed economies, 
he said, were operative in many countries; indeed. New 
Zealand was one of the last to take the step. Our difficulty 
was not the utilising of our resources, but finding a market 
for the produce. “ Too much of the wealth of the country 
went to people who were clever, and the Government was 
anxious to see that a larger return went to the people who 
did the work.” The fixing of prices on the average of the 
past 8 or 10 years would prevent harmful speculation. 

We will try to give the farmer what he is entitled to, and 
what he has never had, not even from a farmer’s government— 
decent prices for the work he does. If his wife has got to 
work—and I hope she won’t have to work—then the price to 
be paid to him ought to contain a sum that will compensate her 
for her share of the work. 

Finally he declared that the Government’s policy was 
based on reciprocal agreements with Great Britain, since 

this policy can t be carried out effectively unless we have 
the goodwill of the Old Country.” In his peroration 
Mr. Nash said : 


• to build a national economy that will give 

individuals the rights to which they are entitled—one door that 
human being can shut to be inside with the sanctity of his 
own thoughts, one gate that every family may close, but a 
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banier round these shores—^na. We ask the people oS the Old 
Coaatcj, when we have helped our own people to Mt the things 
they are entitled to, to come out here and hve wim us. There 
is plenty for all in this wonderful little country. 

Mr. Coates joined issue at once against “ this radical 
and untried e^qperiment ”, which he intended to oppose as 
far as the forms of the House would permit, ^e fight 
was carried on with vigour and stubbornness for several 
days and nights. Mr. Savage intervened with a charac¬ 
teristic assurance that nobody would be harmed. He 
scoffed at the epithet “ red socialism ”. 

I do not care what colour it is. I call it ordinary common 
sense. The guarantees to the farmers must rest upon guaranteed 
incomes for other sections of the community. Does anyone 
deny that that is a right thing to do ? People who want to 
bring goods from Great Britain to New Zealand can only do so 
when the New Zealand people have the money to buy the 
goods. So the sooner that happens the better for New Zealand, 
for London, and everybody else concerned. 

In discussion with dairy farmers the Minister of Finance 
said that if rising costs called for it the fixed price would 
be revised. There was no intention for the time being of 
limiting the quantity of dairy produce on which the 
guaranteed price would be paid. To the extent that 
Great Britain gave New Zealand a market, the Govern¬ 
ment would guarantee to allocate the credits from such 
sales for the payment of interest on debts and for meeting 
any other commitments, and to place the balance at Great 
Britain’s disposal for imports into New Zealand. This 
country could be best served by exporting the maximum 
of our products to Great Britain. New Zealand was 
inextricably linked up with the policy of Great Britain, not 
only now, but he hoped for all time. 

Private members on the Government side again refrained 
from debate and accepted with smiling cordiality frequent 
and vehement charges of socialism. The Opposition drew 
harrowing pictures of the sturdy pioneers of a century 
ago turning in their graves at such a spectacle. Several 
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members suggested a referendum of dairy funoets, and an 
amendment was unsuccessfully moved to refer the 
back to the Government. There were six applications of 
the closure and twenty divisions. In the Legislative 
Council an amendment providing for a referendum was 
defeated by 23 votes to 10. On May 2j the appointment 
of Mr. Nash to be Minister of Marketing was aimounced. 
He will probably go to England in October. 

Another measure of considerable though minor economic 
importance, the State Advances Corporation Bill, was 
introduced in the last week of the session. The Minister 
of Finance paid a generous tribute to Sir Joseph Ward, 
whose State Advances Department (established in 1894) 
was, he said, “ the greatest single event from a monetary 
point of view that had taken place in New 7 pal>>rf d 
politics ”; and to Mr. Massey, whose policy of advancing 
9J per cent, on the building of houses, even if it had created 
difficulties, had at any rate got the houses built. The new 


measure revives a name and departmental status both of 
which were lost when the functions of lending were 
transferred (in 1933) to the Mortgage Corporation. Here 
again the private share capital is being bought out on 
strictly fair terms. This adjustment will cost the State 
about £2ii,ooo. The capital will be maintained at 
£i ,000,000, all contributed by the State. The management 
and directorate of the State Advances Corporation is prac¬ 
tically as before, only the chairman retiring. The appoint¬ 
ments henceforth will be made by the Government. The 
mam bu^ness of the Corporation is to grant loans on land, 
giving effect to the policy of the Government. Whereas 
jn the past the limit that could be advanced was fixed by 
aw at 665 per cent, of the value, the new BiU empowers 
deswes, to lend f larger 
proportion of the value, the Government guaranteekig 

require^ 

mernyo theextent of 20,000 dwellings, and special^^^ 

IS kid on housing. For this purpose the depailE 
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will loans to local bodies, and tl^ Govensment 

will itself embaik upon building until the* leeway is noade 
up. The O>tporation may also make loans fot industtkl 
development and take shares in companies to safeguard 
its interest. Loans to farmers for purposes of production 
will be based on the earning capacity of the lai^d, which 
again will be determined by the guaranteed price for 
produce. 

The debate was interrupted on June 4 by an amendment 
proposing to finance operations by “ costless credit ”. It 
was ruled out of order as being an appropriation, but the 
Minister of Finance made an interesting comment. If all 
the money requirements of the Dominion were made free 
of interest, he said, 

that would destroy the foundation of the Post Office Savings 
Bank, from the view of interest earniiw; it would destroy such 
concessions as bonus payments on life insurance policies with 
the State, and it would have its effect on local-body firunces 
which are linked with the State. We could not select some 
aspects of our financing and apply that policy wirborr applying 
it to all of them. I admit that there is a secti-ir. o;' lisc (■■Tv!!I 
which is rightly under the control of the Government, that 
could be utilised at a minimum cost and maybe at no interest 
whatever. I am not saying that such a step would be taken, 
but that section of the country’s credit has hitherto been used 
by private enterprise. We want to use it ourselves, but for the 
use of the entire community and for its benefit. But to do that 
with these corporation bonds, as has been suggested, would 
create a big tangle. As it is, we have taken the power to issue 
the bonds under ordinary circumstances. We will determine 
what interest will be fixed. 

Mr. Nash later declared that people who were prepared 
to lend money in New Zealand at 4J per cent, with a 
reasonable margin of security had nothing to fear from any 
mortgage legislation of the Government. Mr. Savage 
remark^ that the Government meant to keep its contracts 
with everyone; 

but we will npt make another contract that will keep the farmers 
and others working for the people who control the money 
system. We will see to it that in the future the people of this 
country will be working for themselves. 
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III. Labour Legislation 

M embers of the opposition admitted freely enough 
that a complete overhaul of the New Zealand labour 
laws was overdue, and regretted not having taken action 
earlier. In introducing one of three measures which he 
described as his “ treble ”, Mr. H. T. Armstrong (Minister 
of Labour) remarked that since coming into office he had 
scrapped joo regulations that appeared to be obsolete. 
The contention of the Labour party is that for some years 
past the law has not been enforced and that workers did 
not dare to insist upon their rights for fear of dismissal. 
In the first week of the session Mr. Armstrong brought 
down a comprehensive amendment of the historic and 
already much amended Industrial Conciliation and Arbitra¬ 
tion Act of Mr. W. Pember Reeves. Its main interest 


is the restoration of the right of either party to a dispute 
to have it referred to the Arbitration Court for settlement 
when proceedings in the Conciliation Council fail. Like 
the other measures, this Act provides for a general 40-hour 
(8 hours a day) week unless in any particular case the 
industry can convince the Court that it is impossible. It 
also provides that within three months the Arbitration 


Court shall fix a basic rate of wages for all adult male and 
female workers in industries covered by agreements or 
awards, such rate to have regard to general economic 
conditions and to the cost of living.* The adult male 
worker is to be given sufficient, in the opinion of the 
Court, to enable him to maintain himself, his wife and two 
children in a reasonable standard of comfort. In fiving 
the 40-hour week, ruling time-rates of pay are to be 
inwcascd so tliat the ordinary weekly wage shaU not be 
reduced. Saturday work is discountenanced. 

Movmg the second reading, Mr. Armstrong said : 

wodd °'her parts, of the 

world there ts no excuse for economic distress here. At one 


* See Thk Round Table, No 

87a 


103, JujQC 


*936, p. 643. 
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niiwfc tbfi sodal legiskdoa of N<:w 21ealaad the envy of die 
wocld, but tO'day it is lagging behind and there is more poverty 
than at any time I can remember. The purchasing power of 
the people of this country must be increased in proportipn to 
the increased production, otherwise it is an economic impos¬ 
sibility for them to purchase the goods. The higher the standard 
of living maintained the better for the employers, whether they 
be manufacturers or farmers. The useful section of/the com¬ 
munity has everything to gain and nothing to lose by this 
legislation. 

These debates brought out a radical difference in the 
point of view of the opposing parties in the House. The 
Government believes that New Zealand can provide well 
for all her people and that the benefits of the machine age 
should go to the worker. 

We are going to build our own standards in a fertile county 
through the efforts of a race of people who can hold their 
own with any other race on earth (said the Prime Minister on 
April 22). We are going to be masters of our own standards. 
Must we get our standard down to a level that will enable us to 
compete with the industrialists of the East ? 

The Opposition contends that costs must rise enor¬ 
mously as the result of such measures and that New Zea¬ 
land is restricted by what she can get for her products in 
the export market. Mr. Forbes complained that in all the 
Bills the employer was put in the position of Public 
Enemy No. i. 

Mr. Savage told an anxious deputation of the New 
Zealand Manufacturers Federation that he had in mind 
protection through increased duties, through licensing 
imports and so forth. Secondary industries were neces¬ 
sary. Mr. Nash reminded the manufacturers that the 
Dominion was linked to a large extent with the United 
Kingdom and should not jeopardise the marketing of 
£40,000,000 worth of her produce. The Dominion had 
to take goods from Great Britain in order to be paid for 
her produce; there was no other way. “ We have yet to 
determine what these goods shall be,” he continued. 
“ They will be goods we can least economically produce 
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in this country.” The Opposition resisted vigofooiiy dite 
clauses embodying compukory unionism and the fbaan- 
tion of Dominion-wide unions. In view of invitatioas 
held out to unions to affiliate with the Labour party there 
is a widespread fear that pressure may be applied to tlat 
end. The second reading of the Bill was carried by 50 
votes to 17 on May 7, and the Legislative Council passed 
it by 24 votes to 7. 

By the Employment Promotion Bill the Government 
consolidated most of the functions of the unemployment 
boards in the hands of the Labour Department. Increases 
have been made in relief rates. Raising the rate paid to 
workers (jn relief in the country to that paid in towns 
involves an extra charge of £),ooo a week. Men in 
unemployment camps have also been placed on standard 
rates of pay with a five-day week of 40 hours. 

New rates of relief payments were announced by the 
Minister of Employment on April 21, Single men on 
relief work will now receive 21s. a week instead of 17s.; 
married men 38s. 6d instead of 27s.; and married men 
with seven children 66s. 6d a week. The sustenance rates 
for men who are not at work is now 17s. a week for a 
single man (as against 14s.); and so on. Relief work 
rates apply equally to Maoris and Europeans, as the 
Government is anxious to encourage the Maori worker to 
create better housing and home conditions. It remains to 
be seen whether this will have an injurious effect on the 
promising Maori land settlement policy upon which Sir 
Apirana Ngata has spent the best part of a useful and 
energetic lifetime. 

The new Government has been criticised for its hasty 
decision to resume work on the construction of two linfs 
of railways that were suspended when the depression 
came and abandoned by the Railways Board. These are 
the liast Coast railway in the North Island and the gap in 
the South Island Main Trunk. In aimouncing a three-year 
programme of works, which will cost £17,300,000, the 
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Miniater (Mr. K. Semple) Itld on tlie table an agteement 
|lB4iad axrived at on behalf of the Govexlunent with the 
«|||Joy!CC8 dw Public Works Department. They arc 
t© i€s. a day and a five-day week of 40 hours; and the 
lii^pittter says “ they will have to measure up to Public 
Works standard and be willing to give a decent day’s 
work for a decent day’s pay.” On this topic Mt. Semple 
has since spoken out with refreshing vigour to workers 
who have shown a disposition to criticise or obstruct. 
The Motucka section of the New Zealand Workers Union 
having passed a series of resolutions hostile to the agree¬ 
ment he had made, and demanding that workers as well as 
farmers should be guaranteed a certain wage, he insisted 
that they should be rescinded, and when the rescission and 
an apology reached him he gave a final word of warning 
with characteristic brusqueness: 

Thanks for same. All I ask of your section, and public works 
workmen generally, is service, loyalty and goodwill. If these 
are forthcoming I shall endeavour to pe the friend of the work¬ 
men. On the other hand, if malingering, wrecking or organised 
disturbances are created without any logical reason, as in your 
case, you can expect from me no quarter. 

Mr. Semple claims to have found the Department so 
depleted of up-to-date machinery that he has had to place 
orders in England for £75,000 worth of plant. It is 
interesting to ^d him making part of his policy the system 
of co-operative contracts. His own experience in carrying 
out a big job on this principle was very remarkable; but 
it had generally been understood that the Labour party 
disapproved of the system as not providing for the man 
who could not pull his full weight. 

Mr. Semple was the sponsor also of Bills reorganising 
the transport system so as to bring it entirely under the 
authority of the Government. Replying to objections 
against making the final court of appeal the Minister 
himself, he said: 

We have tried the board, but it has miserably and hopelessly 
fiuled. Even if 1 am called a Hitler ” or a “ Mussolini ”, let me 
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say we ate copying the English Act. At Home the Minister of 
Transport is uie fuial court of appeal so far as road transport is 
concerned. 

That competition between road and rail is to be rigidly 
eliminated has been evident in announcements, both before 
and since the passing of the Act, of the purchase by the 
state of private motor-bus services. Led by Mr. Grates, 
who made his best speech of the session, the Opposition 
resisted the transport Bill, fearing that it foreshadowed the 
abolition of private enterprise in favour of government 
ownership of all forms of transport—a charge that the 
Government took no trouble to refute. 

IV. Broadcasting Control 

P ARLIAMENT has led the way in the British Empire 
in having its proceedings broadcast. Up to now only 
selected debates have been broadcast, but the experiment 
was so well received that the Government has decided to 
investigate the possibility of allowing people to hear par¬ 
liamentary proceedings at their pleasure. The complaint 
of listeners who are not interested in parliament wUl prob¬ 
ably be met by providing a special station for the par¬ 
liamentary broadcast. 

The control of broadcasting, which for some years has 
been entrusted to a board mote or less independent of the 
Government, was transferred back to the State (repre-. 
sented by the Postmaster-General) in the last contentious 
Bill of the session. The board is abolished and a director 
will be appointed under the direct control of a Minister. 
It is even suggested that this form of publicity, of which 
the Government intends to make full use politically and 
socially, wiU be the care of a special department and 
Minister. 




' iskoADCASTING CONTROL 

Hic present Government, -which during long years in 
oj^sition has always stood for freedom! of speech, has 
sirawn every earnest of treating the other side fairly in this 
respect. The newspapers were the subject of a vigorous 
attack which was perhaps undeserved, at least in the way 
in which it was expressed. Though the ptess^ of New 
Zealand as a whole opposed Labour strenuously when it 
was in opposition, it has treated the party since its victory 
at the polls generously and even cor^Uy. 

It only remains to be said that Labour is confident of 
its ability to see that the benefits for which it has legislated 
shall not be diverted from those for whom they are 
designed. Price fixation and wage fixation are to go hand 
in hand. At the time of writing, price increases are being 
reported in various businesses, and the Prime Minister is 
threatening to make an example of offenders by prosecu¬ 
tion. To counteract any disposition of landlords to take 
advantage of the higher wages a Fair Rents Bill was intro¬ 
duced on June a, basing rents on those ruling at May i, 
1936. A “ fair rent", which shall be fixed by a magis¬ 
trate, shall not exceed the basic rent (May i) or the rent 
payable on November 27 last (election day), whichever is 
the lower. 

Apart from the uneasiness arising from the new legis¬ 
lation, and the imminence of a budget calling for much 
heavier taxation, the outlook in New Zealand is bright. 
Post and telegraph and customs returns, sales tax and 
other forms of public revenue are buoyant; and the wool 
sales for the season just closed yielded about £ 10 , 000 , 000 , 
or twice as much as a, year ago. An uncomfortable feeling 
is created, however, by the census results. In the last ten 
years New Zealand has gained in population only 165,343, 
or ii’74 per cent., as compared with 10*75 pet cent, in the 
five years 1921-26. 

New Zealand, 

July 1936. 
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the current opinions of all parts about Imperial 
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of them as a whole, in the light of changing world 
conditions. 
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DANGER SIGNALS FOR THE 
COMMONWEALTH - 


T he failure of the League over Abyssinia and the pro¬ 
gress of rearmament have fundamentally changed the 
problem that confronts the nations of the British Common¬ 
wealth. Until six months ago the majority of people, 
both in Great Britain and in the Dominions, thought of 
foreign problems in terms of world peace—of how the 
League machinery could be used to prevent wars that did 
not directly concern British territory. That era has passed. 
They have now to consider foreign affairs as affecting 
their own security. In these circumstances The Round 
Table sees only danger in not facing frankly the realities 
that now confront us. For it is only by facing facts that we 
can save ourselves from again being misled by some of the 
illusions that have recently beguiled us. 


I. The Breakdown of the League__ . 

r’” 

T he first thing to realise is that the League of Nations 
as a system of universal security has completely broken 
down. It has broken down partly because of defects in its 
own constitution, and partly because of the new facts created 
by universiil rearmament. The League can still do an im¬ 
mense amount to promote world peace. But it cannot give 
security to its members through the universal and automatic 
obligations of Articles lo and i6 of the Covenant. Security 
now depends upon armaments and upon far more explicit 
military undertakings, between individual States, than are 
contained in the Covenant. 
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The fundamental tcason fof this bteakdown qc^edtre 
security, as has often been pointed out in these pages, is 
that the Covenant leaves intact the full national spvnrilgnty 
of its members. That, as the experience of cve^ league of 
sovereign States has proved, makes inevitable four ftital 
weaknesses. A league of sovereign States can seldom, 
if ever, agree about important issues, and there can be no 
method of arriving at a decision by majority vote. It is 
unable to alter the status quo in important respects, because 
such alteration can be made only with the consent of the 
members most concerned, which can hardly ever be ob¬ 
tained. It is unable to abate economic nationalism, and 
economic nationalism inevitably produces such economic 
and social dislocation as to make democracy almost unwork¬ 
able. Finally, if a league of sovereign States attempts to 
coerce one of its larger and more powerful members the 
instrument that in the last resort it must use is war, for that 
is the only way in which a powerful Government can be 
coerced against its will. 

These fatal defects are inherent in any form of league or 
confederation of sovereign States. It is perfectly true that 
the world would have been far better off to-day if the ideas 
originally formulated by President Wilson had been carried 
out in their entirety. If all nations had been members of the 
League, if all or nearly all had been democracies, if all had 
accepted free trade or low tariffs and had cancelled or im= 
mensely reduced war debts and reparations, and if all had 
disarmed, we should certainly be both more prosperous and 
in less danger of war than we are to-day. But none of these 
things happened, because national sovereignty forbade 
them. When the League came into being it did not set 
about revising the more extreme discriminations against the 
ex-enemy Powers, as Wilson had hoped. On the contrary, 
under the influence of France, it became the principal agency 
for enforcing the Treaty of Versailles. And when it 
attempted to give effect to the guarantees against aggres¬ 
sion contained in Articles lo and i6 of the Covenant Ae 
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AND FASCISM : 


League fiukd in dbe thine cdtiatl cases ci ilie Chaoo> Man- , 
dH^ and .Ai>73sinia, for thie teascm that* no member was 
willing to mk war in order to vindicate the Covenant. 

The common tq>ly that the League would work if all its 
members lived up to their obligations is invalid for three 
reasons. The first is that the economic action against the 
aggressor provided for by the Covenant is inadequate unless 
it is both universal and backed by a readiness to go to war. • 
The second is that sovereign Slates will not incur the risks 
and sacrifices of war unless their own vital national interests 
are involved.' The third is that a peace system which rests 
upon the use of war is as unlikely to lead to a peaceful world 
as was the grand alliance against autocracy that won the 
victory in 1918. As an instrument of security, therefore, 
based * on the automatic obligations embodied in the 
Covenant, the League is **functus officii** and the sooner 
this fact is recognised by the excision of these obligations 
the sooner will the nations reach the method of preserving 
freedom and peace that is most practical in a world that 
insists on national sovereignty. 


II. Capitalism, Communism and Fascism 

B ut before coming to the consequences for the British 
Commonwealth of the breakdown of the League as a 
system of collective security, let us examine two other 
aspects of the contemporary problem in more detail. The 
first is the gradual internationalising of the conflict between 
communism and fascism. The second is the effect of 
economic nationalism and rearmament. 

Few thinking people will dispute that the broad ideal of 
socialism, namely, that the economic system should function 
for the benefit of all the people rather than for the exclusive 
benefit of its capitalist owners, is playing the same part in 
oontnnpor^ politics as the idea of democracy began to 
play from tbe date of the American Revolution onwards. 
We have seen it in the rise of socialist and labour parties 
cvMywhcre. Inside the British Commonwealth and in other 
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democratic countries we have been quite content that the 
method, if one can be found, whereby work at good wages 
can be guaranteed to all, and the present inequality in 
wealth greatly diminished, without lowering the general 
standard of living and destroying individual responsibility 
and initiative, should be discovered by constitutional and 
democratic means. 

But marxism, the extreme doctrine of socialism, as 
accepted by the Communist party, repudiates altogether the 
constitutional and democratic method. It regards the demo¬ 
cratic state as the instrument through which capitalism 
wields and keeps its power, and it preaches the doctrine 
that the only toad to the socialist goal is for the proletariat, 
led by the Communist party, to seize the state and use its 
power to nationalise at one blow all the means of produc¬ 
tion, distribution and exchange, and to “ liquidate ” all 
capitalists and landlords by force. It preaches this doctrine 
on the ground that the owners of property, rather than 
surrender their traditional rights under reform passed by 
constitutional means, will themselves create a dictatorship in 
order to suppress by force the proletariat and its leaders, 
the trades unions and the communists. This doctrine of the 
inevitability of revolutionary violence as the road to com¬ 
munism has produced its antithesis, fascism, or capitalist re¬ 
volution, and it is the struggle between the two, especially 
in countries where economic nationalism has caused grave 
social disorder through unemployment, or where reaction- 
ary government has produced explosion, as in Spain, that 
has been the principal cause of the overthrow of democracy 
by dictatorship in Europe. 

Till recently the communist-fascist struggle had seemed a 
domestic question. But the Spanish civil war and its im¬ 
mediate repercussions throughout Europe have shown 
that, like the Protestant—Roman Catholic question three 
centuries ago, it is becoming a primary issue in the inter¬ 
national politics of Europe. Let us try to summarise 
briefly what that issue is. 

4 
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Hic Kremlin—to use a convenient phrase which includes ; 
the higher direction both of the Communist party in Russia 
and of the Third International, seems to look at the world 
partly from a national point of view but partly through 
eyes dominated by the marxian dialectic. According to the 
Marx-Lenin doctrine, capitalism itself is in a crisis from 
which it cannot extricate itself. In its earlier stage capitalism 
did service to mankind in taking up the discoveries of natu¬ 
ral science and making practical use of them for the enlarge¬ 
ment of the world’s economic and mechanical equipment, 
though at a terrible price in sweated labour, slumdom, 
the exploitation of backward races, and the creation of 
vast inequalities in wealth. By degrees, however, capital¬ 
ism found that competition involved too frequent loss 
and the destruction of too much capital, and produced too 
much labour unrest. Capitalism then began to discover the 
advantages of monopoly, first through tariff protection and 
then through rings, cartels and amalgamations. But even 
a monopoly of the domestic market did not solve its pro¬ 
blems. Capitalists first sought overseas markets and fields 
of investment and then tried to secure monopolies in these 
areas also by means of preferences, exclusive duties, and 
government favouritism. But this meant that the old 
competition between business firms became political com¬ 
petition between States for markets, colonies and spheres 
of influence, which inevitably led in turn to competitive 
armaments, alliances and, in the end, war. 

During the Victorian era there was no great war because 
there was relative freedom of trade and migration. But 
towards the end of the century protectionism increased, 
most of the world was divided up between the European 
Powers, and the stage was set for what the marxists call the 
first imperialist war of 1914-18, The primary outcome of 
that war was the victory of the democratic imperial Powers 
over Germany and her allies. But what in the marxist view 
was still more significant was the appearance of the first com¬ 
munist State in Russia, followed by the reaction elsewhere, 
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in its ixiDst <»mba.ttve fotm, fascism. Fascism* 
however, t^Bers no solution (rf the problem of war or uneavi 
ployment It only intensifies the prq)aration for and the 
risk of war, so that in 1936, after 18 years of intensive work 
for peace by the believers in the League of Nations, the 
world, so the marxists believe, is headed for a worse world 
war than in 1914. That war may be between fascism and 
communism, but it is even more likely to be between the 
capitalist Powers themselves, for colonies, markets and 
monopoly. It is in the midst of this inevitable war that 
the opportunity for the communist revolution comes— 
when the proletariat finally realises that the capitalist system 
has once more plunged it into the unspeakable agonies and 
destruction of modern war, rebels against it, and, under 
communist direction, seizes all property and power. 

So the policy of the Kremlin to-day is twofold. On the 
one hand it is, at almost any cost, to keep Russia itself out 
of war. She wants ten or twenty years’ peace to organise 
her own socialist development. Her one fear is lest Japan 
and Germany should combine against her, and in order to 
prevent that catastrophe the Kremlin, while avoiding every 
risk of war itself, will do everything to keep alive the 
quarrels and competition between the capitalist empires. 
On the other hand it is convinced that once general war 
breaks out it will inevitably produce the conditions in which 
a proletarian revolution in favour of communism becomes 
possible. It therefore stimulates education in marxist 
philosophy and communist strategy in every way it can 
through the Third International, and it sustains a small 
but highly trained group of co mm unist revolutionaries 
in every country of the world, ready to take advantage 
of the situation when it is really ripe for revolution and to 
damp down premature efforts to foment it. In the end, 
according to communist dialectic, conununism is bound 
to prevail, not by the external activities of Russia as 
Trotsky proposed—though the very existence of Russia 
is a stimulus and a hope to the oppressed coloured taces^ 
6 
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the naemfdoyed and the dispossessed eveiTwhete in idie ; 
^rcnld—^but by. the contiadictions and Som inheient' in 
capitalism itself. As Stalin has repeatedly said, he is in- 
tetested in world revolution, but Russia will not organise 
it; for the revolt of the proletariat can happen only when 
the internal conditions in each country are ready , for it. 

At the opposite pole from communism stands fascism. 
The international leader of fascism to-day is national 
socialist Germany. Hitler’s main point of view is quite 
simple. He regards communism as the implacable enemy ‘ 
erf nationhood. It necessarily divides every nation in two 
irreconcilable halves, the bourgeoisie and the proletariat, 
and sets them at war with one another. Communism, 
therefore, is not the only enemy of capitalism : it is no 
less the enemy of the national state. It is a poison that 
makes social and national harmony impossible—a source 
of discord that disappears only when cither fascism destroys 
communism or communism itself exterminates the bour¬ 
geoisie and establishes a dictatorship of the proletariat. 
Hitler opposes to communism the doctrine of nationality 
based on homogeneity of race. He has been the apostle 
of the regeneration of the German people from the 
defeatism, the divisions and the demoralisation of the post¬ 
war era, and of Germany’s restoration to the position in the 
world to which she feels she is entitled, and of which she 
was deprived by the Treaty of Versailles and a League of 
Nations dominated by France, following defeat in the world 
war. The means by which he seeks to defend Germany 
against communism is internal discipline through a form 
of National Socialist party dictatorship not unlike that 
of the Co mmu nist party in Russia, while the means by 
which he seeks to restore her to her rightful position is 
by unkin g all Germans in the Third Reich and making it 
the strongest single military Power in Europe. 

The conflict between communism and fascism is tending 
to extend. It is an important clement in the Far Eastern 
situation. It is beginning to align certain of the less 
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mpottant States of central Europe, many of whom in 
act if not m name are fascist dictatorships, with Germany 
gainst Russia. It has brought Europe to the edge of 
rrave difficulties over Spain. And it is helping to draw 
taly and Germany into the same orbit. 


III. The Armaments Crisis 

B ut the increasing antagonism between fascism and 
communism is only one half of the present world 
complex. The other is the effect of national sovereignty in 
producing an economic and armaments crisis. The central 
weakness of the matxist argument is that it entirely under¬ 
rates the effect of national sovereignty in producing the 
troubles that it attributes to capitalism and which are the 
breeding ground in which communism and fascism take root. 
National sovereignty long ante-dated modern capitalism. 
And nowhere does capitalism as such produce war inside the 
sovereign State. As the unity that Europe possessed through 
the Roman Empire and later through the Holy Roman 
Empire and the Papacy broke down, it became divided into 
i number of sovereign States, each based on some combina¬ 
tion of those elements of geography, language, race, history, 
:ulture or religion which fuse into the consciousness of a 
:ommon nationhood. This anarchy has produced two main 
sffects, economic nationalism and the competition in artna- 
tnents. 

The pressure of competition has led the capitalist 
inevitably to demand that his own State should first protect 
him from foreign competition by tariffs, and later give 
him a privileged position in such territories as it can control 
overseas. Yet interference with the free movement of 
trade, capital and labour, especially in the almost prohibitive 
forms which such restrictions have taken in the post¬ 
war years, is admittedly incompatible with the proper 
functioning of the capitalist system. For it prevents the 
adjustment of supply to demand through the operation of 
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the pticc system. But with inaeasing intensity in tecwit; 
decades every nation State has raised obkucles to extermd 
trade, migration and investment, until to-day the world 
consists of a large number of economically neatly water¬ 
tight compartments. These external restrictions in turn 
have had the inexorable effect of forcing governments to 
interfere more and more, internally, in order to relieve 
unemployment, to protect basic Industries, or to prevent 
social revolution caused or threatened by economic 
nationalism. They have also led to dictatorship as the one 
form of government strong enough to take the drastic 
measures necessary to adapt the capitalist system to the 
strait-waistcoat in which it has to function. And it is now 
driving those countries which can command the necessary 
military strength (especially Japan, Italy and Germany) 
to demand colonies or privileged areas for exploitation, on 
the ground that these privileged external markets and, to 
a less extent, sources of raw material supply are necessary 
to relieve the pressure of unemployment at home. But 
the dynamic cause of all these troubles is not capitalism 
but the anarchy of national sovereignties, which m^kes it 
impossible for the capitalist system to function as it could 
in a world organised as a single State or in which there 
were no barriers to trade or migration. 

It is exactly the same with armaments. In the anarchy 
of sovereign States every country has, in the last resort, 
to depend upon its own strength, or on alliances with others, 
both to maintain its own security and to ensure respect 
for its rights. That means that every nation is for ever 
considering whether its rivals may not be in a position, 
in the event of a quarrel, to strike it a fatal blow, either 
because of superior armament or through some advantage 
in allies, strategic position, equipment or morale. When 
it suspects such an advantage it replies by increasing its 
own armaments or extending its own alliances. Thus 
the competition in armaments and alliances is inherent in 
anarchy, and is now aggravated by the return to dictatorship 
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the mutual suspidoua of &8cist and conmmmat 
States. Unless the nations are able to pool their sovoi- 
eignty in a federation, the world tends to organise itself 
into two or more alliance systems. That is what 
happened before the war, and it is happening again to-day. 
But the root cause of it is neither capitalism—^though 
capitalism may inflame the economic antagonism of 
sovereign States—nor the inherent depravity of any people, 
but the anarchy created by national sovereignty. Even if 
all the world consisted of socialist sovereign States the 
position would be hardly less difficult. For what chance 
would there be of seventy sovereign States peacefully 
agreeing upon what each should produce, or receive from its 
neighbours, considering the immense dislocation that con¬ 
stant changes in the national production, necessary to meet 
the needs of other nations, would necessarily involve ? 

Both Europe and the Far East to-day are becoming 
increasingly gripped by these two forces—the stmggle 
between communism and fascism and the effect of the 
anarchy of national sovereignties in dislocating economic 
life and in producing armaments and war. Of these the 
difficulties caused by national sovereignty are the more 
formidable, because it is in the social disorder created by 
economic nationalism that the struggle between comm unis m 
and fascism reaches its greatest intensity. The pressure, 
too, is far greater in Europe than anywhere else, for the 
reason that in Europe, in an area which if Russia be excluded 
is not much bigger than half the ske of the United States, 
no less than 2j sovereign States are trying to exist, with 
tariffs to the skies and armed to the teeth. That is why 
the pressure, both in the communist-fascist struggle and 
in the competition in armaments, is there at its maxtmnm . 
Indeed, it seems cleat that the status quo in Europe cannot 
long continue. By some means, by explosion or other¬ 
wise, a breach in these compartments will be made. 


xo 
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IV. GERiiANY Looks East ano^'West 

L et vb now turn to the consequences, especially for the 
British Commonwealth and ^e system of coUectrvse 
security represented by the League, of the competition in 
armaments in Europe and the Far East. No dpubt there 
is a fMofound antagonism between communism and fascism 
and therefore between Russia on the one side and Germany 
and Japan and possibly Italy on the other. But it is doubt¬ 
ful whether either side would press that antagonism to the 
point of war because of the risks involved. The more 
serious danger of war arises from the strains caused by 
that competition in the armaments of sovereign States 
which is hourly increasing in intensity, and which, unless 
it can be relaxed, must end in explosion. Already Japan 
and Italy have sought to relieve what they believe to be 
their own shortage of room, of markets and of raw 
materials by imperialist expansion in Manchuria and 
Abyssinia at the point of the sword. Germany is now 
actively putting forward the demand for the return of 
the colonies. She has now laid the foundations for an 
adequate rearmament through an expenditure reputed 
to amount to not less than ,(^1,500,000,000 during 
the last two or three years—an expenditure which 
has also enabled her to reduce her unemployment to 
between 1,000,000 and 1,500,000. There can be no 
permanent relief to the internal pressures that drive 
Germany towards huge armament expenditure and a 
provocative foreign policy except through a revival of 
her external trade—a problem that involves, not merely 
the economic aspects of the colonial question, but the whole 
economic and Lancia! policy of the Third Reich and of 
the countries with which she trades. 

Even more dangerous is the result of the competitbn 
in armaments. Nobody knows with accuracy the figures 
for the armaments of die various nations. But, approxi¬ 
mately, Russia has 1,500,000 men under arms and is building 
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a front-iine ait fleet of 5,000 planes. Germany will shortly 
have between 70 and 90 divisions, without ^eat masses of 
trained reserves but very mobile and highly mechanised, and 
a front line ait fleet of 2,000 to 4,000 planes. France 
and Italy have about two-thirds of these figures. Great 
Britain has a good fleet, is building up to 1,500 to 2,000 
front line planes, but has no expeditionary army that 
could count to-day on the battlefields of Europe. All these 
forces are steadily being increased. None of the smaller 
nations has forces, or munition facilities to supply them, 
comparable with those of the great Powers. 

Moreover, as an inevitable result of this increasing 
competition, every Government in Europe is being driven to 
consider what its plans would be in the event of war. There 
is probably no Government in Europe to-day that would 
deliberately invite the dangers and destruction involved 
in a general war. But no man can possibly say that there 
is no risk of war. War might have broken out over 
Abyssinia. It might have broken out over Spain—indeed 
it might still. It might be brought about by another incid¬ 
ent like the assassination of Franz Ferdinand, which let 
loose the world war of 1914, But if a general war does break 
out in Europe, from whatever cause, it will not be fought 
for this frontier or that. Every general staff will seek to 
destroy the enemy resistance by the most annihilating attack 
in the shortest possible space of time and so impose a 
peace on its own terms. 

That is why in the discussions of the European general 
staffs the issue between fascism and communism is being 
balanced by another set of considerations. No doubt 
Herr Hitler, in accordance with his own conviction that 
there can be no peace in Europe until the menace of Bol¬ 
shevist Russia is removed, and with the thesis of Meitt 
Kampf that Imperial Germany ought never to have quar¬ 
relled with England but should have sought a decision in 
the East rather than the West, would prefer, in the event of 
a general war, to attack Russia. But some of the German 
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gefictal staff, looking at the ptoblem, not fnwi a 
political standpoint, but putely as a pildblcm in war* 
ate known to urge other considerations. Every general 
staff seeks a quick decision; for it is clear that another 
long war would end in a far more fatal breakdown 
than the last. The German general staff, however, say that 
a quick decision against Russia, whose frontier is joo miles 
from Germany, is difficult to get, and they ask whether they 
can be assured that, once they are engaged with Russia, 
Germany will not be attacked in the rear by France or other 
Powers. To this latter question, at least during the duration 
of the Franco-Russian treaty of mutual assistance in its 
present form, the answer must be in the negative. In that 
event, declare the general staff, Germany has to face once 
more the possibility of a simultaneous war on two fronts. 
Must she not, then, revert to the Schlieffen plan—that is, 
endeavour to gain a decision first in the West, and then deal 
with Russia and the East at leisure, especially as to-day she 
has nothing to fear from a Russian attack originating from 
a point JOO miles away ? 

For success in such an enterprise two conditions are neces¬ 
sary. The first is that Germany should have effective allies. 
The second is that it should be possible to deliver a paralys¬ 
ing blow at England, the principal organiser of the coalition 
against Germany last time. Can such a blow be delivered ? 
The unlimited German submarine campaign can probably 
not be repeated—the counter-measures are too effective. 
But there is the new weapon of the air. The air force is 
not a decisive weapon on the battlefield or against the battle 
fleet. But, in its present state, it can do two things, if it 
can establish an adequate ascendancy over the enemy. 
It can attack directly the economic organisation of the enemy 
country and it can attack the morale of the civilian popula¬ 
tion. It is, of course, a dangerous weapon to employ, for 
nothing can prevent retaliation. But what causes anxiety in 
England to-day is that for some unknown period in the 
future Germany will have a decisive advantage over her 
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oi^i^tSkmxa —at least the xt^stem democaacies d£ FsuDoe . 
MoGxeat Britain. The essence of bombing attack does hot 
in the number of bombers and attendant fightecs 
jdbat can go into operation on the first day. Its effectiveness 
di^nds upon the power to replace wastage, the rate of 
■which is certain to be terribly high. A nation, for 
instance, that can afford to lose one-third of its machines 
and pilots every week, and still keep its original front line 
total in the air, will at the end of two or three weeks establish 
a complete ascendancy over an enemy that may start with 
the same number of machines but can only replace one-tenth 
or one-twentieth of its machines and pilots every week. 
And it is exactly the same with tanks and the other elements 
of mechanised warfare. As in the last war, without an ade¬ 
quate flow of munitions, valour is of little account. 

There is now no doubt that the new German air force 
has been foxmded on a Ford basis of production, while the 
British and French air forces arc still on a Rolls-Royce basis 
—^though both are reorganising on a Ford basis as rapidly 
as they can. Both Russia and Italy arc probably nearer to 
mass production in aeroplanes and pilots than the two demo¬ 
cracies. For some unknown period, say a year or eighteen 
months from now, Germany might be able, in the event of 
a general war, to make continuous air attack on London, 
for instance—the most vulnerable because the most cen¬ 
tralised and concentrated capital in the world—or on Paris, 
or even on both together, an attack against which, after 
the first few weeks of wastage, there could be neither 
adequate defence nor retaliation. What effect would such 
continuous and largely unanswered attack on economic 
organisation and civilian morale, in addition to the opera¬ 
tion of mechanised warfare in the West, have on the capacity 
of cither nation to fight a long war ? 

That is one element in the position to-day. The other is 
that the communications of the Commonwealth are more 
vulnerable than they have been since the eighteenth cen¬ 
tury. It is an axiom of naval strategy never to divide the 
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nun fieet «udess the iarger patt is saj^ox' to ac^ ktscc ., 
can h9 bx>aght to beat against it. Wlieteas in 19^x4 
^ navy had only one fleet to consider, the German, (the 
Pacific being protected by the Anglo-Japanese alliance, and 
Italy being either neutrd or fighting on the allied side), 
to-day it might have to deal with enemy Powers simul¬ 
taneously in three places—^the North Sea, the ^uez Canal 
and Singapore. Whether this happens or not depends on 
the gcner^ international alignment. But if, in the event 
of a general war, Great Britain was confronted by simul¬ 
taneous hostilities in the North Sea, in the Mediterranean 
and in the Far East, and were without effective naval allies, 
she would be unable to prevent the cutting of the communi¬ 
cations of the Empire; for her fleet cannot be divided into 
more than two contingents at most. 

It is these considerations that explain the unanimity with 
which all parties in Great Britain are now supporting 
rearmament. And they are also the final proof of the total 
inadequacy of the League system of universal and automatic 
collective security in a world dominated by the military 
factor. In such a world, economic sanctions, especially by a 
partial League, are far too slow. Effective League action 
depends not only upon whether the nations who accept 
its obligations are prepared and equipped to take the field 
instantly on the outbreak of hostilities, but also on whether, 
once battle is joined, they are likely to incur victory or de¬ 
feat. That will depend not on the mere number but on the 
military power of the nations who will fight as a League, on 
their arms and equipment, on their munitions supply, their 
morale and their strategic position, as against those who will 
fight on the other side. To-day it is extremely difficult to 
say whether the League Powers have any coherence as a 
military combination. And League coherence is of little 
value unless it means ability to put armies and air forces into 
the field jointly at a moment’s notice and to keep them ade¬ 
quately supplied with munitions and recruits, in the event 
of war. Certainly many of the smaller members of the 
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League are beginning to dissociate themselves from any 
automatic obligation under Articles lo and i6 of the Coven¬ 
ant, or are returning to a policy of neutrality, which they 
consider their best hope of survival in the event of a general 
war. And four of the most powerful nations, the United 
States, Japan, Germany and (to all intents and purposes) 
Italy, are outside the League, and the last three are actively 
hostile to its principles. The League to-day mainly consists 
of two great democracies, France and the British Common¬ 
wealth, and one communist Power, Russia, whose power 
or will to inter\’^ene militarily in Europe is doubtful. In 
such circumstances we should suspend all obligation to or 
reliance on the security system of the League until it is 
known, on military advice, exactly what force it can 
command and with what speed it can be mobilised, as 
against its potential opponents. 

The British Commonwealth, therefore, is faced to-day 
with very grave perplexities. It is liable in certain eventuali¬ 
ties to a serious attack at its heart, and to have its communi¬ 
cations severed both in the Mediterranean and in the Far 
East. Its future clearly depends upon its armaments, the 
number of its friends either inside the League of Nations or 
outside it who are also ready to fight, upon its own willing¬ 
ness and power to stand united in the event of attack, and 
upon its ability, through the domestic policy of its mender 
nations, to keep the active co-operation of all sections of its 
own population in the event of war. 


V. A Problem for the Commonwe.\lth 

T he Round Table has felt bound to put these 
facts baldly before its readers. There has been, in 
recent months, a dangerous conspiracy of silence as to the 
true position, despite the speed of rearmament. The 
Round Table is convinced that the nations of the Common¬ 
wealth will come to wise decisions, if they know the facts, 
but only if they arc told the facts. 
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But having thus put them forward, it w^smts to make it 
plain that it does not take an alarmist view of the situation. 
The world is still governed by people who had expejrience 
trf the last war and who know the destruction and suffering 
that war implies for victor and vanquished alike. The 
chances of success for such an aerial blow at London and 
Paris, even granted an immense preponderance in the power 
to replace wastage, are extremely problematical. The diffi¬ 
culty of engineering the kind of combination that would 
involve a simultaneous thrust at the three points in the vital 
communications of the British Commonwealth would cer¬ 
tainly be very great, particularly inasmuch as success implies 
that the British Commonwealth has to fight without allies. 
The real danger does not arise from deliberate aggression, 
but from the European and Asiatic anarchy itself, from the 
necessities under which general staffs find themselves when 
once they are plunged in war. However anxious every great 
Government may be to avoid war, however anxious Ger¬ 
many may be for good relations with Great Britain, however 
reluctant Signor Mussolini may be to precipitate a decision, 
an accident or a fool or a knave may produce a war crisis 
that no Government can control. If that happens, though 
no one deliberately presses the button to start a general war, 
every general staff will be forced to take that action which, 
from the military point of view, seems most likely to lead 
to rapid victory over the enemy. That is the real danger of 
war to-day. The British Commonwealth must face the fact 
that in the event of war it might find itself confronted by 
acts which to-day seem improbable or remote, and it must 
take whatever steps it can to avert catastrophe. 

The answer to these perplexities, however, does not rest 
with Great Britain alone *. It depends very largely on the 
view that the Dominions and India also take about them. 
It is essential that the realities should be faced at the Imperial 
Conference which is to assemble in London next May, 

* A British view of great force and persuasiveness is to be found 
in The Faith of oh BMgUsbmaH, by Sir Edward Grigg. 
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VI. Eight Points of Policy 

T hough The round table does not atten^t to pat 
forward, as yet, any final policy, if only because no 
policy can be settled without better knowledge of the 
facts about armaments, about the attitude of the £k>tninions 
and about the obligations that other countries, especially 
members of the League of Nations, are prepared to assume, 
it thinks it useful to put forward one or two considerations 
that may contribute to an eventual decision. 

The first is that the British Commonwealth should 
assume only such obligations as it is within its strength to 
fulfil. Vague commitments contribute both to war and 
to defeat. What those obligations should be will depend, 
in the present age of power politics, mainly upon the 
strength of the Commonwealth nations and their willingness 
and capacity to act promptly together. The first step is to 
calculate what that strength is and where and how it can be 
applied. 

The second consideration is that the British Common¬ 
wealth should refuse entirely to embroil itself in the quarrel 
between communism and fascism. “ Free institutions are 
its life-blood,” and it is of the very essence of free institu¬ 
tions that the issue between socialism and capitalism, like 
every other issue, can be satisfactorily solved only by demo¬ 
cratic and constitutional process. To drift into taking sid^ 
in the new conflict of religion is to risk dividing both the 
nation and the Commonwealth itself. 

The third consideration is that while over a large field of 
foreign affairs our policy must inevitably be left flexible, 
it conduces to peace to make quite dear to the whole world 
any matters about which we are prepared to go to war. 
Tlie United States has contributed to world peace by 
making it dear that she is willing to go to war in defence 
of the Monroe doctrine, and she is now equipped to defend 
it. The British Commonwealth should equally malrp it dear 
that it is willing and prepared to defend its own area against 




attick ftom iTfaatevtr qaattet k mxj come.' Hie Cotnmo!!- 
-wedth, kuleed, is mote and mote coming* to tesemble ibc 
M<mtoe system. The Dominions ate, in efiect, alteady as 
£tee £fom control by Great Britain as are the South Anwtican 
republics from control by the United States, and self-govern¬ 
ment is rapidly growing in every other part. In both 
systems mutual defence is tending to become more and 
more a joint affair and not the sole responsibility of the 
United States or Great Britain alone. 

Fourthly, friendly relations with the United States 
should remain a cardinal article of the external policy of 
the Commonwealth. 

Fifthly, the nations of the British Commonwealth should 
actively promote a general abatement in present day restric¬ 
tions on international trade, and the restoration of the 
“ open door ” in colonial territories. Increased international 
trade is the best means of enabling all nations, great and 
small, to obtain in the cheapest market those supplies of 
foodstuffs and raw materials which they are unable to 
produce within their own boundaries. It is an infinitely 
easier as well as more effective remedy for the evils that 
spring from the division of the world into sovereign 
States than territorial exchange, colonial or otherwise. 

Sixthly, there is the vast question of Great Britain’s 
relations to Europe and the Far East. British public opinion 
is now moving steadily towards non-commitment in the 
internecine struggles of the 26 States of Europe or in the 
politics of the Far East, if that is possible—at any rate at 
the outset of a new conflict. Great Britain has already 
made it dear that she is in no way committed in the politics 
of eastern Europe, where she will retain a free hand. But 
so long as France remains a democracy and so long as the 
route through the Mediterranean is a matter of vital im¬ 
portance to the Empire it would seem that the Locarno 
obligations for common co-operation against unprovoked 
aggression should remain, if only because they are security 
against the domination of Europe by any single Power. 
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Thctc must, however, be one condition for the confirma¬ 
tion of the Locarno guarantees, and that is the ending of 
the Franco-Russian treaty of mutual assistance in its present 
form. It is inconsistent with the Covenant because either 


side may determine whether the casus foederis has arisen with¬ 
out reference to the League of Nations. The objection to 
the treaty is twofold. In the first place an alliance of this 
kind makes it practically inevitable that any local war 
immediately develops into a general European war. Indeed 
it creates the conditions in which a general war becomes 
more probable because it divides Europe into two armed 
camps, which may eventually come to include all Europe 
and the Fat East, and forces the general staffs of all the 
nearer European Powers to make their plans on the assump¬ 
tion that if war comes it will be a war on all fronts like 
the war of 1914. It therefore makes it possible for any 
Government which, for any reason, wants war, or for a 
fool or an accident, to precipitate not a local conflict but a 
general European war. 


Secondly, from the military point of view it does not seem 
to be of any real value. Its main effect must be to compel 
Germany and her friends, in the event of war, to strike at the 
West. This is so because there are 500 miles of other 
nations’ territory between the frontiers of Russia and 
• Germany and because the organisation of the Russian raU- 
ways is such that it is impossible to-day for a Russian army 
of any considerable ske to be deployed for use beyond her 
own frontier. Add to this the fact that the Russian army 
has always been weak in offensive power, and the natural 
desire of any marxist State to allow the capitalist States to 
nght among themselves as the necessary prelude to world 
revolution, and it would appear that the main result of the 
treaty must be to ensure that any war, even though it 
starts m eastern Europe, must, Uke the war of 1914, be 

^ ^ ^ without 

effective assistance from Russia, 

In our view, therefore, the British Government should 
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make it absolutely clear to die Government of Frana at the 
earliest possible moment that until the automatic obligadon 
to go to war is removed from the Franco-Russian treaty 
it cannot re-aflirm the Locarno obligations, because it is 
determined not to be dragged into a European war on any 
eastern European issue, but that if France obtains a free 
hand it will gladly reaffirm them in a mutual form. 

Finally, what of the League ? The view has already been 
expressed that in the armed world that now confronts us the 
automatic obligations of Articles lo and i6 arc useless to 
prevent aggression, while they may involve members in 
war because of the very uncertainty they create. In our 
view military obligations, where they are necessary, must 
be absolutely precise in terms both of available armaments 
and of the occasions when they will come into acdon. 
Such regional obligations ought to be entered into by mem¬ 
bers of the League where they think it necessary, on their 
own responsibility, and not as part of their duty as members 
of the League. That membership should carry with it, 
so long as the members retain their full sovereignty, no 
automatic obligation of any kind to use either economic or 
military sanctions, but only the obligadon to co-operate 
for the general purposes of revising out-of-date treaties, of 
preventing aggression and of promodng the settlement of 
international disputes by pacific means, or by any methods 
that the members of the League may freely accept, in the 
light of the circumstances of each situation as it arises. 

It may seem to some that this limitation of the purposes 
for which the British Commonwealth stands is a departure 
from the high idealism that has animated so many of its 
citizens in the past. We do not think so. If it had been 
possible to bring lasting peace to the world it would have 
been an object well worth great sacrifices to attain. But that 
goal is clearly out of reach. There is no way of making 
certain of world peace in a world of sovereign States. 
The toad to world peace lies only along the road of pooling 
nadonal sovereignty—a process still out of reach. But the 
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pcesemtion of ftee institutioas, of the xule of kw; of 
sdf-govenunent, of the democtatic process, of peace owtx 
one-third erf the globe is no unworthy aim. It is certainly 
more noble than that of living for one’s own natiem alone, 
or than those forms of pacifism which arc camouflage for 
dislike of sdf-sacrifice or which would take weapons from 
the policeman’s hands when he is called upon to deal with 
the gangster. It is, too, if we stand together, an attaimble 
ideal. Moreover, if we can assure the survival of the free 
and democratic world for three or four years, it is possible 
that the tide will turn once more, that the dictatorships 
will begin to lose their present authority, and that the 
democratic vision of 1918 will once more begin to become 
practicable in new and better ways. 
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I. A Need for Leadership 

I T came as rather a shock to many people in Great 
Britain to learn that the autumn army manoeuvres had 
to be cancelled when the decision’ was taken to send a 
division of troops (12,000 men) to quell disorder in Palestine. 
Still more disconcerting was the news that after six weeks’ 
recruiting campaign only 286 eligible applicants had come 
forward to join the new special Supplementary Reserve of 
infantry, which is open to unmarried men between the 
ages of 17 and 25 willing to do six months’ training in the 
first year and 14 days in each of the five following years. 
The initial paper establishment of this force is 17,000. 
The first of these incidents brought home to everyone the 
tiny size of out regular army by comparison with the vast 
forces of continental nations. The second seemed, on 
the face of it, to indicate the more disturbing conclusion 
that our defence policy had not the national will behind it. 

Recent political developments do not suggest any wide¬ 
spread public apathy towards imperial defence, but on the 
contrary the growing popular acceptance of the need for 
rapid rearmament. Nor have the qualities that brought the 
nation successfully through the war suddenly vanished. 
No grave moral or physical rot has set in among the British 
people. There is, however, a good deal of justifiable 
disillusionment about international affairs in general, and 
a good deal of justifiable confusion about national defence 
policy in particular, ^hich combine to enervate public 
opinion. The disillusionment is due in part to the dis- 
appointroent of the fond hopes of a better world, a world 
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safe for democracy and fit for heroes to live in, that were 
widely entertained during the early post-war years; in 
part to the collapse from below of the structure of ideas 
on which British foreign policy, as officially stated and 
generally understood, has been reared since the foundation 
of the I^gue. 

Year in and year out, a steady stream of propaganda for 
the League of Nations idea has permeated British thought. 
Honestly conceived and in a large measure sound and 
reasonable, it has concerned itself with two main themes, 
disarmament and collective security. The general effect 
of the propaganda on those two lines has been to foster a 
belief that the promise of collective action against every 
aggressor was in itself an assurance of peace. The sug¬ 
gestion that the application of sanctions meant a serious 
risk of war has been scouted by most of the propagandists 
and their willing audiences. Indeed there was a logical 
dilemma : how could collective security be for its adherents 
at once a warranty against war and a liability to be drawn 
into war ? In practical terms, did the peaceabiUty of 
the British people mean that they would or would 
not go to war against the breaker of the peace ? Out of 
that dilemma arose the Hoare-Laval episode and the 
humiliation of the sanctions policy. There is some 
reason for believing that the Government misjudged the 
feeling of the British people in the Abyssinian affair; 
certainly it was fatal ever to embark on a policy of coercion 
with reservations which meant that it could not, in the last 
resort, be made effective. Wherever the blame may be 
laid, the fact remains that the bottom has fallen out of the 
British public’s ideas on collective security. The theory 
that collective enforcement of peace is possible without a 
serious risk of world war is no longer tenable; hence the 
pwple of Great Britain, hating war as they do, are left 
disillusioned and leaderless. While they accept and even 
applaud a policy of rearmament, which is at least a solid 
raft in a sea of confusion, they are sceptical about the 
*4 
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pc^ides that the arms arc intended to support, and their sense 
of national need and personal duty is cbtrespondingly 
weakened. 

Added to the lack of leadership in foreign policy has 
been a lack of leadership in defence policy. Before 1914 
the British people as a whole were unquestionirigly con¬ 
fident that the defensive strength of the Empire rested upon 
the navy; the only other recognised strategic need of any 
permanent importance was the security of India. Now, 
that assurance has gone. Air power has revolutionised 
the strategic problem. The civilian population of Great 
Britain feel that the country’s primary defensive need to-day 
is protection against air bombardment, or (if there can be 
no real protection) at least ample deterrent power of coimter- 
attack by air. Doubts arise whether the ability of the navy 
to command the seas has not been frustrated by the possi¬ 
bility of air assault on ships and bases. The dangers from 
the air may well have been exaggerated, but they are fixing 
themselves ever more firmly on the ordinary man’s 
imagination. The military revival of Germany has brought 
them very near home. It is odd to recall that a few years 
ago Germany could without argument be omitted from 
“ the list of nations who possess a measurable capacity for 
war against us Public opinion notoriously lags behind 
political and strategic facts; but in this regard it has caught 
up far enough to create a widespread sense of doubt and 
danger. 

Still another vexed question confuses counsel about our 
national defence. In the war of 1914-18, Great Britain 
raised and placed in the field a land army—^largely a citken 
army—of two-and-a-half million men, most of whom fought 
on the Western Front. The well-rooted idea that her main 
contribution to European wars would always be naval 
power and money subsidies was forsaken. The conception 
of land warfare as a series of open skirmishes was buried 

* Chapter on “ Possible Wars ” in Stephen King-Hall’s Imperial 
Defence (1926), p. 69. 
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under the mud of the trenches. Moreover, in die 
phases of the Western fighting, one of the decisive tewaical 
factors was the British-invented tank*; an innovation that 
sewned in the minds of some prophets to presage an era of 
highly mechanised land warfare, in which cavalry would 
disappear, while infantry, artillery and engineers would be 
more and more closely fused into a single armoured and 
mechanised force. 

Thus amid the hub-bub of questions about the effect of 
air power upon imperial defence (was there any effective 
defence against air attack on civilian centres ? had the battle¬ 
ship become obsolete? how should civil aviation be 
stimulated ?) there emerged another series of questions: 
what was the future role of the army in imperial defence, 
and what changes, therefore, should be made in its equip¬ 
ment and organisation ? The two problems of air power 
and the future of the army were linked together in a number 
of obvious ways; experts claimed, for instance, that ait 
attack would render very difficult the concentration and 
transport of any great body of troops through a “ bottle¬ 
neck,” such as the passage of the English Channel. It was 
also recognised that both in peace-time and in war-time 
there were limits—in public finance, in man-power, in 
industrial capacity—to the nation’s defensive rfort, and 
that the over-riding problem was always to use limited 
resources to the best advantage. 

II. What is the Army For ? 

I N the present condition of controversy on these matters, 
we may do well to examine the actual character and 
organisation of the army, which presumably reflect the views 
of those in authority concerning its purpose. Clearly the 
* In view of the controversy on this question, it may be well to 
dte the opinion of a disinterested student of strategy. Professor J. 
Holland llose, who wrote that tanks, “ though not fulfilling all the 
high hopes once placed in them, certainly proved to be the most 
successful ^tory invention of the war penod.” Tbt Indeeishmuss 
of Modern ITar, p. 42. 
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BxiCfali *xm% ^ifilike its conscript continental fdlows, is 
adiliet an insttatneat of national discipline i!iot the first line 
of national defence. We may learn something more 
positive &om the system of army organisation which was 
introduced not long after the Crimean war and has persisted 
ever since. Under the so-called Cardwell syst^, each 
unit on service abroad (in India, the colonies, Egj^t) has a 
counterpart in a unit at home, which furnishes it with 
drafts from time to time and eventmUy changes places with 
it. The home units are grouped to form an expeditionary 
force in posse. Thus in normal times at least half the 
regular army is either actually abroad or trooping or is a 
reserve earmarked for oversea service.* The remainder, 
with the exception of a few specialised branches, may 
perhaps be regarded as a secondary reserve for overseas. 

We are precluded from making the opposite assumption 
—^that the overseas battalions are a reserve for possible 
service nearer home—by the practice with regard to the 
British army in India (to be distinguished, of course, from 
the Indian army consisting of native troops commanded, 
largely, by British officers). India not only pays for the 
maintenance of all the forces serving in her territory, but 
also contributes a proportionate share of the “ overhead 
cost ” of maintaining the British army, and part of the cost 
of transporting the troops by sea; against which she 
receives a grant of 500,000 per annum from the Imperial 
Exchequer for defence purposes. Unless these arrange¬ 
ments are grossly unfair to the Indian people, they prove 
that India is not to be regarded as a training groimd or 
reserve base for troops eventually required elsewhere, but 
that the army in India is intended for the external defence 
and internal security of that country itself. The new 
Government of India Act, we may note, lays down the over¬ 
riding rule that “no burden shall be imposed on the 

* Before the despatch of the Palestine Expeditionary Force, there 
were 45 British battalions in India, ao in other oversea garrisons, and 
71 at home, including 10 battalions of Foot Guards. 
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revenues of the Federation or the Provinces except for the 
purposes of India or some part of India.” ♦ ■ 

In brief, the first purpose of the British regular army 
to-day, as revealed in its actual structure and organisation, 
is the defence and policing of oversea parts of the Empire. 
Obviously a secondary purpose is garrisoning danger- 
points at home and reinforcing the police in times of 
emergency like the general strike. Has the army any other 
main permanent role, and if so is readiness for that r6le 
compatible with the continuance of the Cardwell system ? 
Those are the questions that are agitating military thinkers 
to-day. 

Field Service Ke^lations, the soldier’s vade mecum, is vague 
on the question of the purpose of the army. It is merely 
platitudinous to say that the aim is, “ in co-operation with 
the Royal Navy and the Royal Air Force, to break down 
the resistance of the enemy’s armed forces, in furtherance 
of the approved plan of campaign ”, and to do this with the 
least expenditure of time, men, material and money. The 
passage in question continues : 

In face of military danger the British Empire is confronted 
with problems peculiarly its own. Unlike a continental Power, 
it consists mainly of a number of self-governing communities 
widely separated and of varying resources. In defence of its 
vital interests it may be called upon to place a force in the field 
under conditions varying from a small expedition against an 
uncivilised enemy to a world-wide war.f 

In brief, in the official view the army must be all things for 
all occasions; it must be ready to “ further an approved 
plan of campaign ” that may include mass trench warfare, 
or may be no more than a frontier skirmish. The White 
Paper of last March on rearmament declared that: 

♦ Para. 150 (1). 

t .1950 Edition, p. I. The paragraph has been amended (perhaps 
Mgnificantly) of late years. In an earUec edition it began: “ In the 
of the greatest military danger which can arise, the requirements 
of the British Itimrial Army do not differ materially from those of 
more centralised Powers.” 
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The Anny has three main functions to petfonn; it has to 
maintain Mtiisons Overseas in various parts of the Empire, to 
provide me military share in Home Defence, including anti¬ 
aircraft defence, coast defence and internal security, and, lastly, 
in time of emergency or war to provide a properly equippw 
force ready to proceed overseas wbtrtver it mtty be wanted,* 

The italics are ours. 

Six months ago, an article in The Round TxBLfe included 
the following (with a warning about its controversial 
character) among the outstanding tasks of imperial defence: 

Ability to make an effective contribution in the critical open¬ 
ing days of a continental European war, into which we found 
ourselves drawn by honour or vital interest; and, if deadlock 
were reached in those opening phases, ability to mobilise quickly 
our resources of men, money and munitions so as to give our 
participation its maximum weight. 

Whatever opinions we may hold about Great Britain’s 
wider interests and obligations, this object of our defence 
policy must continue to loom large so long as the geographi¬ 
cal and political facts that led us to intervene in 1914, and 
after the war to commit ourselves under the abortive 
Treaty of Guarantee and then under Locarno, still hold 
good. 

How may the object best be fulfilled ? There are some 
who think that our contribution in the circumstances 
envisaged will revert to its traditional shape—money, 
munitions and sea power—coupled now with a decisive 
weight of air powerf. This is clearly a tenable view, but it 
is not the official view. It was definitely rejected by the 
Minister for the Co-ordination of Defence in his speech in 
the debate on the Address on November 10. The general 
run of military thinking at present seems to be that although 
the air battles must be fought first, while the slower arms are 
mobilising and moving, they are likely to produce a stale¬ 
mate which can be determined only by victory or defeat on 

* Cmd. 5107, p. 9. 

t See, for instance, two articles in the Times, October 30 and 
November a, 1939, by its military correspondent. 
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land. It will be at this juncture, so it is dainoed, that the 
amaUgf and less easily concentrated British land forces 
may be a decisive contribution in a conti n en ta l war; decisive 
not only on account of their actual strength but also because 
they would give a powerful moral assurance to our 
allies. Their r 61 e, in such a war, may therefore be taken 
as twofold : to add a fraction of weight—disproportionate 
to numbers because of the superiority of professional 
soldiers over conscripts—^to allied armies at a critical 
moment, and to serve as a nucleus for the development of 
a large-scale citizen army, as in the late war. 

We maififain (writes General Sit Edmund Ironside) a small 
force of highly-trained men, which operates with the Navy and 
the Air Force, and behind which the great man-power of the 
Empire can be prepared for action. . . . 

I consider that our land forces will not leave their various 
points of concentration in the Empire, for transportation to the 
main theatre of action, until a reasonable air supremacy— 
temporary perhaps—has been secured.* 

The system of reserves and territorials certainly suggests 
that expansibility in war-time is one of the principal objec¬ 
tives of our land defence policy. With the exception of a 
few long-service men (mostly warrant officers), the British 
regular soldier takes service for seven years with the colours 
and five years with the reserve. There is in addition a 
supplementary reserve of partly trained men, consisting at 
present mosdy of skilled tradesmen but to include iiT the 
future an expanded infantry reserve. Moreover, the 
territorial army is openly designed as the basis of a citizen 
army, and would no doubt be the principal fnpgn« of 
training recruits for active service in war- time - D urin g 
the late war, about 50,000 officers and 1,000,000 other ranks 
passed through the territorial army. The numbers of 
the British army were, at the beginning of this year: regular 
army, 155,744; army in India, 55,241; army reserve, 
111,615; supplementary reserve, 19,611; territorials, 

* In Tbt Study of War^ edited by Sir George Aston, pp. 123 and 
136. 
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150,125. The territorial army is nearly 30 per cent, below 
est^3lished strength.* t 

Wc may dms assume that the British army is intended, 
reasonably or unreasonably, to provide a prompt expedition¬ 
ary force for continental land warfare, and to serve as a 
trainin g cadre for a much larger force for the same purpose. 
It is common ground that such warfare in the future will 
demand a considerable degree of mechanisation—by which 
is meant not only tanks of various types but also caterpillar 
gun carriages, light artillery, machine-guns and anti-tank 
guns, and ail kinds of mechanical transport. Military 
opinion, it is true, is divided over the degree and character 
of the mechanisation required. For the tank enthusiast, 
infantry almost ceases to exist, save as the man-power for 
anti-tank defensive positions. Earl Haig, on the other 
hand, wrote of tanks and aeroplanes : 

Their r 61 e is that of assisting the infantry-man, which they 
have done in the most admirable manner. They cannot replace 
him. Only by the rifle and bayonet of the infantryman can the 
decisive victoty be won.f 

General Monash, one of the most universally respected of 
the war commanders, expressed this more moderate opinion: 

The trae r 61 e of the infantry is ... to advance under the 
maximum possible array of mechanical resources, in the form 
of guns, machine-guns, tanks, mortars, and aeroplanes ... to 
hold and defend the territory gained; and to gather, in the form 
of prisoners, guns and stores, the fruits of victory. J 

There is no need to thrash out this controversy here. On 
any acceptable view, continental land warfare is certain to 
be much more highly mechanised than during our last 
experience of it. The prime military lesson of the war of 
1914-18 was the futility of trench warfare. The pursuit of 
mobility and of the quick decision is bound to stimulate 

* The comparable figures for authorised establishments were: 
regular army, 83; army in India, 37,524; army reserve, 121,200; 
supplementary reserve, 25,298; tendtoruls, 184,265. 

t Final War Despatch. 

t Tbe Aiutralian Vittorits in France in 1918, p. 96. 
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the mechanisation of armies. The one force that above all 
cannot afford to be left behind in this process is the small, 
highly-trained British army; for it can find no compensation 
in numbers for any relative lack of guns, tanks or aeroplanes. 

While an army for continental warfare must be highly 
mechanised, that is not necessarily true of an army in India, 
Egypt or colonial stations. (The lessons of the Italian 
campaign in Abyssinia have still to be fully studied by the 
military experts, but contemporary reports did not suggest 
that mechanisation of force on the ground was a decisive 
factor). It is not merely a question of different terrain or 
different weapons to counter, but also, most probably, one 
of a totally different objective of the fighting—not to compel 
the submission of the Government of a highly organised 
enemy State, but to quell factional disorder, or to keep 
turbulent tribesmen beyond an unsettled frontier, or 
essentially to defend rather than to attack (as in the garrison¬ 
ing of island strongholds). Different conditions and 
different objectives dictate different kinds of arms and 
armour. An army trained and equipped for continental 
warfare in Europe is ill adapted for controlling the North- 
West Frontier, stemming communal riots, or garrisoning 
Cairo, Ismailia, Cyprus or Malta. An army trained and 
equipped for service in India is ill adapted for European 
mechanised warfare. This conclusion is obviously an 
indictment of the Cardwell system, which assimilates the 
Indian and other oversea units of the army with the home 
units—the potential expeditionary force. 

It is remarkable how widespread is the criticism of the 
Cardwell system among military thinkers. The tank 
enthusiast naturally condemns it most vigorously. 

My firm belief is (writes Major-General J. F. C. Fuller) that 
until this system is destroyed the Home Army will remain in a 
chrome state of inefficiency.* 

But here, to reinforce him, is a quotation from one of his most 
notable antagonists. 

* The Army in My Time, p. 203. 
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The defects of tim system are obvious to all soldiers. The 
only thins to be said in its fifivout is that it ]votks fairly well. 
On the omer hand, it is wasteful and illogical m time of peace.* 

Apart from the question of mechanisation and training, 
specific complaints against the Cardwell system include 
the following : that the terms of colour and reserve service 
which it implies deprive the regular army of any adequate 
reserve; and that (especially when recruiting is below par) 
it keeps the large majority of seasoned soldiers abroad, 
leaving scarcely more than a mixture of half-trained men 
and reservists at home to form a scratch expeditionary force 
in an emergency. 

The remedy proposed by some of the critics is the 
creation of a separate army for India (either long-service, 
or seven years with the colours as at present), the appli¬ 
cation of an attenuated Cardwell system to the remaining 
overseas units and those sections of the home forces which 
could be properly regarded as garrisons and gendarmerie, 
and the formation of the remaining battalions, numbering 
about fifty, into “ a mechanised striking force ”. Others 
demand a reduced term of service, and much more frequent 
movements of units between home and India or colonial 
stations. Almost all the proposed solutions involve a 
certain measure of increased expense, and most of them 
imply a reconsideration of the financial arrangements 
between the Indian and United Kingdom Governments 
regarding the cost of the army in India. It is possible that 
the growth of Indian self-government under the new 
constitution, accompanied by a movement for progressive 
Indianisation of military personnel, will force on a solution 
of the problem as far as the army in India is concerned. As 
for the defence of the colonies, France has solved her like 

* The Mechanisation of War, by V. W. Germains (“ A Rifleman ”), 
p. 238. See also Ironside, op. ait., p. 132. “ As mechanisation goes 
on, as air warfare becomes more severe, the British Government will 
find itself forced to maintain special units at home, which arc not 
‘ feeders ’ for the main foreign garrison, that in India. . . . They will 
have to be maintained altogether outside the Cardwell system.” 
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problem by Urge-scale recruiting of Nortb African and <Miie£ 
coloured troops; but the raising of colonial natiw trex^* 
except for purely local defence and police purposes, is 
contrary both to the principles and to the vital interests 
British im peria.! government. There is no such short cut 
to the solution of the army problem. 


III. National Service 

I T is not the purpose of this article either to endorse or 
to reject any particularplans for amending or superseding 
the Cardwell system. But it is clear enough that function 
and organisation do not exactly tally in the army of to-day; 
that this is due in part to confusion in everybody’s mind as 
to the actual purpose of the army; and that to clear away 
that confusion (in which process a change in army organisa¬ 
tion would be an important factor) would help to remove 
the apathy and doubt that at present characterise the average 
man’s attitude towards the army. It is worthy of note that 
while Sir Samuel Hoare spoke gravely to the recent Con¬ 
servative party conference about the difficulty of recruiting 
for the army, he was able to report that “ men and officers 
of excellent standard arc flocking into the air force ”. Yet 
the “ perverted pacifism and partisan obstruction ” on which 
he blamed the recruiting slackness can hardly have affected 
the one service and not the other. In part, the difference is 
a question of the numbers required—about 10,000 a year 
for the air force, compared with 57,000 wanted this year 
for the regular army alone, if it were to be brought up to 
strength, in addition to 86,000 wanted for the territorials. 
But at the same time there is undoubtedly a sharp contrast 
betw'ccn the recruiting appeal of the air force and that of 
the army, a contrast of such a kind that the air force would 
probably be able regularly to fill its ranks with comparative 
case even if it had four times its present establishment. 

The points of difference may be classed as technical and 
general. The technical aspects include higher pay in the 
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aijrfocoe, better condidoas^less service abroad, t 3 ieop{)ottun- 
it]^ of tgaming a trade, and better chances oB getting a job on 
txansfexence to the lesetvc, by reason both of the more 
continuous contact vdth civilian life and of the training every 
airfoxtt man has in skilled employment adaptable to civilian 
purposes. It is one of the blots on the army system that 
in his first year after leaving the colours the ex^soldier is 
liable to a far higher percentage of unemployment than the 
average of civilians, even though the latter include many 
thousands of the old or unemployable. The long period 
of service in India, too, is a serious deterrent. It is ex¬ 
ceedingly important that the attractiveness of the army 
should be improved in these technical aspects, which range 
from the question of the Girdwell system to that of 
compulsory stoppages of pay for hair-cuts. 

But that is only one side, and the less important side, of 
the picture. The other is the status of the army and the 
appeal it has for the public mind. The purpose and utility 
of the air force are obvious; its connection with national 
defence in the narrower sense is plain to a citizenry • that 
appreciates with steadily growing conviction the dangers 
from the ait. There is no such appeal about the army. 
Its peace-time duties lie for the most part far from home, 
and have little hold on the popular imagination. And so 
long as its war-time purpose remains in its present inchoate 
form the man-in-the-street wUl always think of the army 
against the background of Flanders mud. Whether he 
conceives of it as a professional institution or as the kind of 
army that manned the trenches in 1918, he is unlikely to feel 
a personal patriotic , duty to join the army, the territorials 
or supplementary reserve. Either he feels that it is “ some- 
bodyelse’s job ”, or else thathe would be condemning himself, 
willy-nilly, to becoming but an integer in a war of numbers 
and of human sacrifice. So long as the uncertainty as to 
the purpose and function of the army in imperial defence is 
allowed to continue in the public mind, so long will this 
reluctance to join the army oppose all recruiting efibrts. 
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The chatactet of the next wat is a matter of controversy, 
and will so remain until it actually happens; it is generally 
true to say that no one has ever correctly foreseen the nature 
of future wars. But whatever revolutions may occur in 
military strategy and tactics, there is no hint yet that the 
following judgment of a distinguished French expert is 
unsound. 

Realities lead us to suppose that a future war would, at the 
outset, take the same form as that of 1914-18, that of a war of 
nations in arms, turning to account the whole of their resources, 
both human and material. The problem for each State, there¬ 
fore, consists in transforming, more or less rapidly, according 
to the special requirements of its national defence, its war 
potential—men, money, equipment, raw material, etc.—into 
real and effective armaments.* 


In other words, the next war, if it comes, will be above all 
a war of peoples, in which every citizen of the state, man, 
woman or child, will have a part to play. Yet scarcely ever 
before have the citizens of this country been individually 
less prepared for war, or less ready to shoulder their burden 
of training in peace-time. It is not a question of militarism; 
for that depends on the purpose of the preparedness and the 
spirit animating it, not on the numbers of the population 
who share in it. Nor is it a question of Left or Right in 
politics; M. Blum’s Popular Front Government is no less 
determined than its predecessors to maintain, indeed to 
strengthen, the basis of universal service on which the 
French defensive system is founded. 

A conscript army is obviously unsuited to our national 
needs, as it is contrary to our national traditions. It is 
clearly impossible, for instance, to rely on conscription to 
provide an army for service in India and the colonies; 
what cries of “ press gang ” and “ transportation ” would 
wc not hear ? But as every man will have a part to play 
if we become involved in war, so every man should be 
trained for that part in peace-time. Such training need not 


an 


* General E. R6qmn, in What Would be the Character of a New War, 
enquiry organised by the Inter-Parliamcnury Union, p. i. 
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involve, in a vast number of cases, military Service in the 
ordinary sense; for our defensive strength, alone or as an 
ally, is bound to turn largely on our industrial capacity, 
and a skilled mechanic is likely to be every bit as valuable 
in war-time as an “ old soldier Indeed, if air warfare 
bears out our fears, the control and disciplining of civil 
populations will be a supreme defensive need. As Sir 
Edward Grigg says in his vigorous and invigorating book. 
The Faith oj an Englishman, 

We shall never be adequately prepared to deal with air bom¬ 
bardment in our great cities until some system be found by which 
the local manhood can be called into disciplined formations under 
orders, for the purpose of carrying out the necessary protective 
ard the rv.bhV Some 

.> ■ • >c ‘'-si'’:* i > ; l):ii I i = s not see 
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of democratic equality unless the obligation is rendered universal 
and a sufficient contingent is annually trained in every city or 
other area.* 

Sir Edward Grigg claims with much force that the principle 
of compulsory service for national defence would go fi?ir to 
change for the better the public attitude towards the regular 
army itself. 

It is vital, if this country is to have a chance of with¬ 
standing a challenge from the great military Powers whose 
shadow falls across the path of peace and freedom, that it 
should be able to change swiftly from a nation organised 
for peace to a nation organised for war. Otherwise, we 
shall be defeated before we realise that war has begun. 
And that means assigning every man his task and seeing that 
he is fit to carry it out—^fit, not only in technical training, 
but also in physique and health and general education. It 
is a deplorable and striking fact that no less than 31,000— 
or 47 per cent.—of the men offering themselves for recruit¬ 
ment last year were rejected as failing to reach the requited 
physical standard; according to the Adjutant-General of 
the Forces in a recent statement, if the physical fitness of 


p. 299. 
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the applicants could be raised “ theite would be no xecnudng 
problem Great Britain is perhaps the richest country, 
certainly one of the most exposed and vulnerable countries 
of the world. In the competition in armaments she is 
rapidly catching up with other great Powers, not all of 
whom arc content with the world apportioned as it is; 
but in commanding the service of her citizens for the 
defence of their land and their ideals she lags far behind. 
The imminent decline of her population makes the problem 
of national service doubly urgent. 
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WORLD EXCHANGES: 
A NEW PHASE 


L Exit the Gold Bloc. 

A lthough devaluation of the three surviving 
gold currencies came as no surprise to the world at 
large, the moment chosen for it was generally unexpected. 
It was believed early last summer that M. Blum himself 
had come to accept the step as inevitable, especially after 
the success of the French workers’ campaign for higher 
wages, shorter hours and fully paid holidays. But M. 
Blum’s Cabinet was divided upon the issue of devaluation 
and his Finance Minister strongly opposed it. M. Blum 
himself, moreover, was authentically credited with taking a 
purely political view of the question. He and his supporters 
had been elected to restore the fortunes of the French 
worker, not to reduce the value of his franc. If any¬ 
thing, they were committed by their election pledges to 
preserve it. His predecessors had sedulously drilled 
French public opinion into fear and abhorrence of any 
reduction in its gold value. The leading advocate of 
devaluation, M. Paul Reynaud, despite his brilliant 
philippics, had gained no political following. 

In these circumstances it was widely assumed that no 
change would occur until late autumn, or at any rate until 
after the Radical party congress summoned for the second 
half of October. Events in France were, however, drifting 
towards a serious climax; something dangerously akin 
to political demoralisation was becoming apparent, and 
the position of the Treasury was once more becoming 
critic^. By comparison, the outflow of gold from the 
Bank of France, due to the expatriation of French capital, 
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was probably a matter of only secondary importance, 
though the Finance Minister made direct reference to it 
when presenting his Devaluation Bill to the Chamber. 

Whatever may have given the final impetus, it is certain 
that M. Blum resolved early in September to grasp the 
nettle. Contact with Washington had shown that there 
would be no serious objection from that quarter, though 
some adjustments in the comparatively recent Franco- 
American commercial agreement might have to be con¬ 
sidered. The British Government, if it had at any time 
been disposed to raise opposition, could no longer view 
with indifference a progressive deterioration in the internal 
affairs of France, whose difficulties were detracting from 
her influence in continental affairs. 

The decisive meeting of the French Cabinet was held 
on the afternoon of Friday, September 25. A little earlier 
it had transpired that the Finance Minister had abandoned 
his opposition to devaluation. In the exchange markets 
the forward quotation for the French franc had fallen 
once again to a discount indicative of panic. On the other 
hand, M. Blum was still expected to leave for Geneva on 
the Saturday, so that no crucial developments seemed 
imminent. When the Ministers met they found awaiting 
them a scheme for devaluation of the franc, supported 
by a joint statement on currency policy, couched in general 
terms already agreed between the American, British and 
French Governments. This was issued later the same 
night. Simultaneously an embargo was placed on gold 
exports and French financial markets were closed for several 
days. The Government’s secret had been well kept until 
the end, but the franc was off gold at last. 

The object pursued by the French Government in secur¬ 
ing the threc-Power declaration appears to have been two¬ 
fold. Previous French Governments had repeatedly 
stated that adjustment could only be entertained in con¬ 
junction with a general stabilisation of currencies—by 
which they meant, in effect, stabilisation of the pound and 
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the dollar. To Frenchmen the example of a pound un¬ 
anchored to gold and yet tolerably stable in purchasing 
power still remained wholly unconvincing. Stabilisation 
in the French sense, however, could not be secured; 
and France’s difficulties were becoming more pressing. 
Nothing remained, therefore, but to adopt a compromise 
with French public opinion on the one hand and with the 
British and American Treasuries on the other. Thus the 
primary object of the tripartite declaration was to reconcile 
French public opinion to a step that Governments in 
other cotmtries had been prepared to take without foreign 
support. 

There was, however, another side to M. Blum’s co¬ 
operation with Great Britain and the United States. Europe 
had been treated for some time to a series of rather un¬ 
pleasant political week-end surprises proceeding from 
behind the locked doors of authoritarian Cabinets. 
Dictators seemed to have found a device that assured them 
the power of political initiative in international affairs. 
Very adroitly and perhaps no less deliberately, M. Blum 
for once turned the tables. For the moment he had re¬ 
captured the initiative. Whatever the outcome, the joint 
declaration of currency policy by the United States, Great 
Britain and France, combined with devaluation of the 
French franc, remains an act of great political significance. 
And if it lacks the sting generally imparted to the week-end 
pronouncements of more absolute rulers, it loses nothing 
on that account. 

The political emphasis thus lent to his action by M. Blum 
—acutely aware of the lengths to which the social and 
financial anxieties of his country were being exploited in 
certain quarters—explains the omission of Holland and 
Swit2erland from the agreement. Had they been included 
the step would have been rated an important economic 
measure, but it would have lacked the political emphasis 
that the French Government evidently desired to inject 
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Tlje Dutch and Swiss Governments were thus Infotmed 
only after the decisive Cabinet meeting in Paris—withm 
an hour or two of publication of the agreement. Dt. 
Tripp, Governor of the Netherlands Bank, as it happened, 
spent the previous day in the French capital and was 
personally aware of what was proceeding. Apparendy, 
however, he remained unmoved, if not unconcerned, and, 
like his Swiss colleague, devoted the following Saturday 
morning to the preparation of vigorous measures of 
support for his exchange. Both these eminent bankers, 
moreover, amused a world now watching with friendly 
scepticism, by issuing what proved to be a last, if familiar, 
reaffirmation of their determination to remain on gold. 

Their Governments, however, thought otherwise; and 
it was Switzerland that first made the plunge. The 
decision to follow France was taken by the Swiss Cabinet 
during the midday hours and communicated to the 
astonished Dutch Premier who, like Dr. Tripp, had until 
that moment refused to yield. This was the last straw. 
Hf tu. Brute 1 Dr. Colijn made search for his unwit tin g 
Bank Governor, who had long since left the Bank on that 
fine Saturday afternoon; found him; and the last strand 
had snapped in the century-old fabric of the gold standard. 


II. The Arrest of Deflation 

D evaluation of the gold bloc currencies has been 
received with a tempered optimism that the future 
course of events should tend to justify. It has created a 
more hopefUl outlook for world trade by removing the 
last serious clement of deflationary pressure surviving out 
of the prolonged depression. It has, above aU, dispelled 
a fechng of uncertainty-a sense of something impending— 
which has been overhanging money and exchange 
ever since the fall of the doUar, and has led to exchange 
pani«,heavy movements of capital across frontiers,and gold 
hoarding, with hatmfiil consequences for industry and trade. 
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Now that anticipated landslide has ocdnW without 
iofiicthig sedoos injucy in any quattet, teilsion has given 
way to a feeling of relief and of renewed confidence in the 
future. 

llie immediate outlook for world trade and prosperity 
has undoubtedly been improved by the events of September. 
Devaluation of the three currencies (and of those ^at have 
since followed them) has fortunately none of the ominous 
significance that attached to the depreciation of the pound 
and the dollar. The poimd was dragged from its moorings 
primarily by the collapse of world prices and the consequent 
financial crisis. The dollar was cut adrift in order to 
extricate the United States from the throes of a deflation 
of unprecedented severity. Each in turn, by its fall, 
gave a further downward impetus to the general price 
structure, so that substantial recovery within the depreciat¬ 
ing countries themselves became possible only through the 
operation of additional factors such as the erection of 
tariffs, the restriction of production and the creation of 
abundant credit. Conditions have changed so radically 
in the meantime that no repetition of those experiences 
need be feared. Without, or rather despite, the gold bloc 
a vigorous upward trend in prices and in world trade has 
developed. It has already gained considerable impetus 
and is unlikely to be reversed by the depreciation of the 
gold currencies. If anything, market movements since 
the end of September indicate that the rise in commodity 
prices has acquired additional momentum- 7 -more perhaps 
than is desirable—^instead of losing it. 

Although in past experience currency depreciation has 
usually originated with inflation and resulted in deflation, 
the sequence is likely to be reversed in the case of the gold 
bloc countries. In France, it is true, a rather alarming 
inflation of public expenditure was responsible, more than 
any other single factor, for the critical developments 
that precipitated relinquishment of the gold parity. But 
the French investor and money market, their distrust 
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aroused, stubbornly withheld their resources from the 
Government, and indeed exported them to other centres. 
The volume of active credit has contracted rather than 


expanded during the past few years, so that it woxild be idle 
to speak of French currency inflation. As regards Holland 
and Switzerland it was notoriously deflation carried to the 
point where further progress was barred by embittered 
political resistance that was at the root of industrial distress. 
Now that the constricting influence of over-valuation has 
been removed, the way should be open for an expansion 
in both domestic and foreign trade. Progress may be more 
gradual than would otherwise be the case owing to the 
circumstance that Germany takes first place—by a sub¬ 
stantial margin—in both the markets for exports and the 
sources of imports of Holland and Switzerland; and second 
place in those of France. And, though devaluation of the 
Swiss franc and the florin has further reduced the weight of 
German foreign indebtedness, Germany’s trading position 
has almost certainly been rendered more difficult by the 
enhanced competitive power of Dutch and Swiss industries 
in those overseas markets from which Germany derives her 
raw material supplies. This factor should not, however, 
prevent a decisive reversal of the downward trend in the 
gold bloc countries. 


There is certainly abundant scope for improvement. 
When the break came, unemployment in all three couiitries 
stood at virtually the highest levels recorded throughout 
the depression; and foreign trade was at its lowest. 
Stimulated by expenditure on rearmament and an eleventh- 
hour expansion of credit, French imports had in recent 
months shown some tendency to rise; but exports had 
fallen in value to the lowest point experienced since the 
war, m fact to little more than one-quarter of their 1928 
size. Swiss and Dutch foreign trade had receded on both 
sides of the account to less than one-half of 1930 levels. 

more rea istic impression of the devastating effect of 
unreUeved depression upon industry may be gained from a 
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single example approaching veritable economic tragedy. 
Under the double impact of hostile tariffe and an over¬ 
valued franc the foreign sales of the celebrated Swiss 
chocolate industry dwindled from forty-five million francs 
in 1930 to one million francs in 1933. 

Moreover, even the reduced export trade of the gold 
bloc countries was maintained only by dint of price reduc¬ 
tions so drastic that they frequently eliminated any margin 
of profit. lii many cases they were rendered possible by 
subsidies. A loss of domestic trade, turnover and purchasing 
power resulted which, in turn reacted adversely upon 
both public and private finance. New taxes and special 
levies failed to maintain revenue—now dependent on an 
illusory attempt to tax more and more out of less and 
less—at its previous level; and public indebtedness rose 
steadily. Disquieting fissures appeared in the Swiss 
banking structure; and it had become a commonplace in 
Switzerland to regard all mortgages other than first charges 
as practically valueless. 

These destructive processes should now be reversed. 
After the persistent price-decline of the last five years 
and the economies in costs enforced by it, a moderate 
rise in domestic prices will act as a powerful stimulus to 
home trade and industry. Dishoarding of gold and the 
disbursement of exchange profits may give additional 
impetus. Production and the national income may be 
expected to rise and unemployment to fall. Order and 
equilibrium in public finances should, before long, be within 
reach of attainment. Briefly, the gold bloc countries, 
having aligned their price-level by way of their exchange 
parities to the price-levels of the rest of the world, should 
move into the main current of world recovery instead 
of remaining dismally in a backwater of isolation and 
depression. 

If our hopes and good will are not to get the better of 
us, however, some qualification must be added with regard 
to France. There the world depression was felt last, and 
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for some timr the country b^eved in its immunity £mm 
the general misfortune. When at length the presenots of 
the infection was diagnosed, medical trea tm e n t was not 
immediately applied. The malady was allowed to develop 
and complications have set in. Discarding metaphor, 
economic depression has culminated in social unrest. 
Political antagonisms have become acute and even unruly. 
Capital, previously awaiting only adjustment of the franc 
but now at variance with the labour which il should gal¬ 
vanise into productive activity, shuns the cotmtry. Cheap 
money and abundant credit remain for the present a hope; 
and fiscal difficulties persist. Here, therefore, recovery 
may be retarded until economic disputes between the parties 
can be settled in an atmosphere freed from political animosi¬ 
ties. No striking resumption of industrial and commercial 
activity can be expected until a workable relation between 
costs and prices has been regained. The success of the 
stay-in strikes has put the cart before the horse. If the 
vehicle is to proceed the horse must return to its place 
between the shafts—^unless the cart is in future to be 
mechanically propelled by the power of the State. Never¬ 
theless, devaluation was indispensable to French recovery 
and may be relied upon to promote it even now more 
cftcctively than anything else could have done. 


111. Devaluation and World Trade 

T he foreign trade of France, Holland and Switzer¬ 
land, including that of the colonies and dependencies 
ot the two first-named, accounts for roughly i6 per cent, 
of world trade and is equal to about half die trade of the 
sterling group of countries or three dmes that of rhina 
^d Japan taken together. It is therefore of no litde 
importance. 

In recent years, however, there has been some tendency 
to assess the influence of these countries on world trade 
in accordance with the conspicuous role played by their 
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cocteodn in the foreign exchange market, lii a wotid 
that had bioken away £cpm gold they naturally gained 
exceptional prominence as the only surviving adherents 
of the former gold standard. The great strength of their 
metallic reserves sustained their parities through one crisis 
after another. With exchange restrictions fast becoming 
the rule rather than the ocception, they permitted dealings 
of unlimited magnitude to continue freely in their currencies, 
in the form of both cash and forward transactions. It is 
not surprising, therefore, to find that the gold currencies 
for some years came to engage a greater share of the atten¬ 
tion of markets than the normal trading relations coveted 
by them would have warranted. Dealings were, moreover, 
abnormally magnified by migrations of capital and by 
the iacidence of speculative operations envisaging—often 
prematurely—the developments of last September. 

By comparison the part played by the gold bloc countries 
in international trade has become almost inconspicuous. 
World recovery has not waited for them. An upward 
trend in international trade has been clearly discernible 
since 1934 and has steadily gained in strength, although the 
gold bloc, moving in the opposite direction, must have 
acted as a drag upon it. Measured in terms of pre-devalua¬ 
tion gold dollars, world trade as represented by seventy- 
five countries rose, after five years of continuous recession, 
from a monthly average valud of $928-7 million in 1954 to 
an average of $946 million in 1955. Simultaneously, 
the share of the three members of the gold bloc declined 
by $15 million per month. During the current year the 
improvement over the whole world has made more rapid 
headway, trade having averaged roughly $1,000 million a 
month—a gain of j per cent, over last year. Still the gold 
countries have continued to lose ground. 

Now that their currencies have been adjusted (to what, 
in practice, .already Constituted a revised world-valuation 
of gold in relation to money and goods) the export trade 
of France, Holland and Switzerland should begin to 
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reassert itself in international markets. In the circum¬ 
stances described it stands to gain the full competitive 
advantage of currency depreciation, reduced only by 
additions to costs arising out of dearer raw material imports, 
and perhaps out of higher labour charges due to rises in 
the cost of living, where this is heavily weighted with 
imported foodstuffs. These contrary factors can, however, 
be kept within moderate limits by appropriate reduction 
or removal of the tariff and quota restrictions that have 
hitherto aimed at excluding cheap imports. Steps in this 
direction have already been undertaken by some of the 
Governments concerned. 

After the drastic contraction of imports by the gold bloc 
countries during the years of depression, there is every 
prospect that as they succeed in increasing their foreign 
sales they will increase their foreign purchases. It is of 
course only by the double process that any net addition 
to the volume of world trade can be created Otherwise 
what is gained by the new entrants will be lost to others, 
competition growing keener and more embittered than 
before, until it becomes destructive in intensity. 

There seems little danger, however, of this contingency, 
as may be shown by a brief reference to trade developments 
of the last three years in the countries “ on ” and “ off ” 
gold. By general admission the gold currencies have 
been overvalued, the pound and the dollar relatively under¬ 
valued. It would therefore have been reasonable to expect 
a rising adverse balance of trade in the gold bloc and a 
greater expansion of exports than of imports in the ster lin g 
and dollar groups. But this is not what has happened. 
So effectively have tariffs, quotas and prohibitions been 
employed in the gold standard countries that imports 
have actually fallen much more steeply than exports, and 
adverse trade balances have been greatly reduced despite 
overvaluation; whereas in the United Kingdom and the 
United States the creation of abundant credit and the 
restoration of a profit-margin to domestic industry have. 
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dispitt undervaluation and tatifis, resulted in a more rapid 
eiqpansion of imports than of exports. Now that the 
disparity of price levels between the gold countries and the 
rest of the world has been removed, domestic trade in the 
former, aided, as it almost certainly will be, by an expansion 
of credit, should make rapid strides. And, as a matter of 
experience, an improvement in the domestic affairs of one 
country tends to communicate itself through a hundred 
channels to every other. 

Taking a broad view, it is safe to assert that any addition 
to the economic area within which a relative degree of 
equilibrium in costs and prices has been established will 
benefit all the parties within that area. Elimination of 
some of the fiscal trade barriers intersecting it would provide 
a further gain, but in this respect it is as yet too early to 
attach definite hopes to the developments of the last few 
weeks. While it wotild be churlish not to welcome the 
first steps taken by the statesmen of the gold-bloc countries 
in the direction of lowering duties and discarding quotas, 
we must accept these advances—^whose moral and political 
value are unquestioned—in their proper context. If it is 
correct to assume that world prices will not be adversely 
affected by recent devaluations but will continue their 
upward trend, the gold-bloc countries when reducing 
trade barriers have so far merely substituted one form of 
tariff for another. No net concession is involved, and the 
object aimed at is the prevention of a rise in domestic 
prices and in the cost of living, which, if it were large 
enough, would render nugatory the advantages secured by 
the abandonment of gold parities. Some experience of 
the new situation will have to be gained before decisive 
steps are taken. 

There is nothing more destructive of international 
trade than the abrupt imposition of tariffs or other forms 
of obstruction to the exchange of goods and services 
between countries; but once the tariffs have existed 
for a given time their abrupt removal is only one degree 
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le» harmful. Pious resolutions for their abolitkMi kfm 
/naauy passed at intetnational gatherings, merely disregard 
political and econonuc realities. Unless trade concesskms 
are eflfected at every step on a soberly calculated basis o£ 
give and take, a loss of currency reserves and a rise in 
unemployment are the most probable outcome. Most 
governments can afford neither. 

If the prospect of a noteworthy reduction of trade barriers 
arising out of the re-alignment of the gold currencies remains 
rather uncertain, some consolation may be found in another, 
less tangible direction. An end has been put to a major 
conflict on the issue of monetary policy and practice. The 
struggle between two groups of very unequal resources 
(other than gold), though waged without destructive 
intent, has caused a sharp cleavage in the world’s economic 
generalship at a juncture when unity of effort and purpose 
has been more necessary than ever. Now at last the first 
approach to a solution has been found as a result of con¬ 
cessions on both sides. 

By deeds rather than words the gold countries have 
acknowledged the facto revaluation of monetary gold 
throughout the world which had in practice already been 
established under the leadership of the pound and the dollar. 
By implication they have admitted the futility of accepting 
an automatic and immutable standard and store of value 
which—whatever the errors of human judgment committed 
in the use of it—performed the unwelcome feat of quad¬ 
rupling its purchasing power within the brief space of a 
dozen years. The countries off gold, on the other hand, 
have frankly committed themselves to the vital principle 
that stability of exchanges is essential to world welfare; 
and have thereby made the first tentative approach toxv^ds 
restoring that stability. This step is the more important 
as the principle has at times stood in some danger of being 
consigned to the museum, if not the scrap-heap, to be re¬ 
placed by the comforting and treacherous doctrine that 
free and self-adjusting exchange would ensure—^to the 
SO 
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steriiog geoap at any xate—prospexitf at hom^ and inunnn^ 
jErom fiac^Q distress. i 

Even so, the possibility that exchange depreciation 
in its more orderly form of devaluation may be used, and 
perhaps used with increasing frequency, as a weapon of 
self-justified defence or even offence has not been completely 
removed. In this aspect the step taken by the gold-bloc 
coimtries was not an tmmixed blessing, though the 
tripartite agreement on currency policy limits the danger- 
zone to States of lesser economic importance, many of which 
may moreover be relied upon to adhere to its principles. 
The three gold-bloc coimtries were not effectively “ forced 
off ” gold by lack of exchange resources but by their eco¬ 
nomic difficulties. And, while the attachment of the Greek, 
Latvian, and Turkish currencies to sterling, which im¬ 
mediately followed, calls for no special comment, a second 
devaluation by Czecho-Slovakia within a comparatively 
short space of time contains unwelcome implications. 
It has since been rumoured that a similar step is impending 
in Austria. Having emancipated itself only a few months 
ago from financial supervision by the League, its Govern¬ 
ment is budgeting for a deficit resulting, in accordance 
with present fashion, from the necessity for rearmament. 
Strangest of all, perhaps, was the Italian combination 
of a 40 per cent, devaluation with the creation of a still 
cheaper tourist-lira, unblushingly devised to undercut 
Italy’s neighbours in the competition for foreign tourist 
income. 

In conclusion, brief reference must be made to certain 
new features in the international currency situation, 
though it is as yet too early to pass judgment upon them. 
The devaluation by the gold bloc has brought with it a 
mote complete break with the past than was expected by 
many who had long anticipated the devaluation itself. 
The former , gold standard has, for the present, been 
completely discarded. Procedure has been changed as 
well as parity. The United States alone maintaim an 
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official price for gold; France and Switzerland have assigned 
upper and lower limits, widely apart, to the gold content 
of their new currency unit; Holland and Great Britain 
none at all. It looks at first like an international conspiracy 
for exchange instability. Exchange equalisation funds 
have, however, been set up in all five centres; the gold 
reserves at their disposal are very great; and given agree¬ 
ment as to the mutually desired exchange ratios they 
should be able to co-operate smoothly and effectively. 
But if such agreement is absent, or if it breaks down under 
a strain, chaos may result. Political considerations and 
influences hitherto excluded as much as possible from 
direct contact with currency matters may occasionally 
play a part; for the exchange equalisation funds have been 
entrusted to Treasuries rather than to central banks. 
Their operations will remain a closely guarded secret, and 
their gold (or exchange) resources will not find a place in 
bank returns. It seems to follow that the volume of credit 
will not, or at any rate need not, be affected by international 
factors. It will simply be a matter for the exercise of 
judgment by those in charge. None of these countries 
will be allowed to sec its own pass-book. That may 
make it happier—for a time; but it will hardly make matters 
easier if the financial brake has to be applied because an 
overdraft is in sight. 

It is, however, too early to pass judgment on a new'and 
very complex currency mechanism which is admittedly 
experimental and in course of development. It is of such 
importance that it deserves, and should receive, special 
study. Meantime, it has of course also its good sides. 
Without experience of the new parities it would have been 
absurd to fix rigid exchange ratios. If stability is genuinely 
pursued through loyal co-operation, the fluctuations 
likely to ensue will have but minor significance. The 
c^tral banks, through their daily working intercourse, 
will be driven almost inevitably to establish agreement 
concerning rates of exchange. If properly used, the gold 
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fescnres collectively available are so great that it should be 
possible in due course to exercise a regulated and beneficial 
control over the credit expansion and contraction of almost 
the whole world. If thereby some of the worst effects 
of the ever rolling trade-cycle can be mitigated, even if 
not removed from our experience, the gain will be 
immeasurable. 
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THE TWO SPAINS 


Bj a Spanish Contributor 

I T is scarcely more than a truism to state that the Spanish 
civil war is the outcome of the historical evolution of 
Spain meeting a contemporary environment—a cross- 
section by the present of the development of the nation in 
time. It follows that, if we are to understand what is 
happening, we shall have to turn our attention successively 
to Spain’s inherent life and to the influence of modern 
political tendencies on Spain. 

I. The Land and Its People 

M uch harm is done to clear thinking by preconceived 
ideas and set labels, such as the time-honoured fallacy 
which circulates under the high-sounding name of “ Latin 
races “ Latin ” is a language. “ Race ”, if it means 
anything at all, is a biological term. The idea of classifying 
races according to the language they speak is fantastic. We 
can nail it to the counter by pointing out that it leads to 
making “ brothers ”, or at least “ cousins ”, the Yorkshire 
farmer and the Jamaican negro. Let us tlaen come to 
Spain on the understanding that litde or nothing of what 
we know of the French or of the Italians will be of use 
to us. 

Wc arc going to find a land of great variety, in which 
the landscape, living nature, and the ways of men vary 
more widely than within any other nation of like size; 
and yet a country of great unity, for both land and people 
impress the mind with a quality, a manner and an essence, 
quite different from anything outside. This peculiar 
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duuscter a£ the land and its people suggests demenlal 
and pdmal things, as if, on coming to Spain, the stress 
shifted fitom ajqtaiential, tcansitoty and conventional fonns 
to teal, pennanent and inherent essence. 

Such a national character cannot be expected to foster 
polidcal talent. Politics is necessarily the art of collective 
possibilities. It is bound to rest on convention; to meet 
transitory problems vtith transitory solutions; to feign to 
be deceived by appearances. The very nature of politics 
is therefore out of tune with the inherent tendencies of 
the Spanish character. And this fact is the real, permanent 
and inherent reason why Spain has not yet foimd, and 
probably never will find, her political equilibrium. 

Nietzsche was once asked what he thought of the 
Spaniards. " They have sought to attain too much ”, he 
answered. Admirable though it is, the answer falls short 
of truth. They seek to attain the whole—the whole of 
what is going. That is one of the many senses that may 
be read into Don Quixote’s myth of Dulcinea. The 
object of a Spaniard’s thoughts can be nothing short of the 
Absolute Best. Hence the integral and absolute nature of 
political attitudes, the true cause of the endemic civil war 
which afflicts the country—for, with or without military 
manifestations, civil war is a permanent feature of Spanish 
collective life. 


II. The Endemic Civil War 

S O much for the fight. But what about the combatants ? 

This dvil war, one may say, does not differ funda¬ 
mentally from those that were fought in Spain during the 
nineteenth century, except in one respect to be brought 
out later. In order to substantiate this statement, it is 
necessary to place the whole theme of Spanish civil wars 
in its historical setting. The Austrian dynasty, building 
the nation on the sohd foundation provided for them by 
Ferdinand and Isabel, achieved an admirable synthesis of 
royal authority, based on divine right, and the democratic 
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inherent in the Spanish nation. The solvent 
which melted together these two diflFerent political essences 
was the religious spirit of the Spanish people in those days. 
The king was absolute but not despotic. He was respected 
but he was bound to be just; for the basis of this respect 
was his sacred character as a minister of God on Earth. 

With the Bourbon dynasty, two historical changes 
converge to destroy the spirit of the Spanish “ theo- 
democracy ” : on the one hand the growing identification 
of royal authority with the person of the king; on the 
other, the inner impoverishment of the religious spirit of 
the country, which, at the top, fades into intellectual 
scepticism or hardens into ultramontane intransigence; 
while in the lower reaches it turns into blind bigotry and 
superstition. As, in the course of the eighteenth century, 
the kings deteriorate, they drag down the crown—once 
sacred—to the level of their own indignity, and when 
Napoleon wrests it from the hands of Charles IV and 
Ferdinand VII the Spanish nation is left with nothing but 
the ruins of the political institutions of bygone days. 

It is true that the seeds of new political institutions 
were scattered on her soil by the armies of Napoleon. The 
National Episodes of Gald6s show with admirable vigour 
how the Afrancesados influence the national mass and 
make it breathe a foreign air which had vibrated to the 
tune of the Marseillaise. But, though the past was dead, 
that present could not strike root into the old and crusty 
soil of Spain; and the real meaning of the nineteenth 
century has been, for Spain, this struggle between the 
French Revolution and the Spanish genius, inherently 
rebellious to it. 

The pity of it was that the Spanish genius—being as 
incapable of conscious self-expression as it is obdurate 
and self-assertive in its mere “being there”—found no 
better manifestation for its opposition to French ideas than 
the old absolutist tradition artificially and stubbornly 
revived from the Austrian days. The Carlist wars—leaving 
j6 
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aside the personal question as to who was to reign, king’s 
daughter or king’s brother, and even the legal question 
between the Salic law and the Spanish law—^were, in actual 
fact, the expression of the reluctance of at least half the 
nation to accept the principles and emotions of the French 
Revolution. As, in its essence, this is also the meaning 
of the present civil war, it may be useful to inquire into the 
causes of this formidable resistance on the part of Spain 
to let in Jean Jacques Rousseau and all his successors. 

It is usual at this point to drag in the Roman Catholic 
faith and to point out that Rousseau had a Calvinistic 
background. But this explanation explains nothing at all; 
for it leaves unexplained why the Spaniards remained 
within the Catholic fold and did not turn Calvinist like the 
Genevese. The real reason for both facts—resistance to 
the French Revolution and persistence of the Catholic 
faith—is to be found in the inherent pessimism of the 
Spaniard, particularly of the Castilian. In short, liberalism 
did not conquer Spain because it is not pessimistic 
enough. 

Nevertheless, liberalism made rapid progress in all the 
2 ones of Spanishlifein which optimism was possible—among 
intellectuals, the liberal professions and the people of the 
east coast. In actual fact, this progress is not as brilliant 
as it looks, for it is only certain in about half of the middle 
classes, the other half remaining faithful to “ good old 
Spanish traditions ”; while the people of the south and 
east, led by the integral and “ absolute ” tendency of the 
national character, have gone “ the whole hog ” in liberal¬ 
ism and adopted the, tenets of anarchism or “ libertarian 
communism ”. 

What has become, meanwhile, of the masses of pessimistic 
Spain? They have swiftly evolved from passivity to 
marxism, making but the shortest possible stay in liberalism. 
And, mark the point, the pace of their conversion to marx¬ 
ism has suddenly quickened to an astonishing extent on 
their realising that communism'is an anti-liberal doctrine. 
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Now look at the picture. Right: Old Spain. Pesum* 
ism. Authority. The Army. The GuarMa CioU. 'Ihe 
Church. Leaders. Thinkers. Proprietors. G^itaUsts. 
But also the middle classes (half of them) and many peasants 
and workers who do not like attacks on property. 

Left: Marxism. Pessimism. Authority. Dictatorship 
“of the Proletariat”, but still dictatorship. Discipline. 
The Marxist Dogma and the Marxist Church. The 
Marxist Pope (Stalin). Leaders. Thinkers. The workers 
of the pessimistic part of Spain (centre and north) who 
have left the jRight. 

Centre : first, Liberalism. Optimism. Intellectuals. Half 
of the middle classes. No mass. Second, Anarcho- 
syndicalism. Hyper-optimism. The masses of the levan- 
tine and southern Spain. No politics. 

How could such a nation organise its political life under 
a parliamentary constitution? The answer is that it did 
not. But the explanation of the fact that, despite the 
formidable difficulties of the task, some form of modus 
vivepdi was possible under the Restoration and under the 
Republic must be found in anarcho-syndicalism. For, 
owing to their bitter antagonism towards the socialists, 
the anarcho-syndicalists were always willing to wink at 
their own contempt for the ballot box and to vote for their 
liberal bourgeois friends so as to do the socialists out of a 
number of seats in Parliament; and it is a fact that, with 
foolish short-sightedness, all Spanish politicians under the 
monarchy, with the exception of Primo de Rivera, favoured 
aturcho-syndicalism at the expense of the socialist party, a 
far more statesmanlike and orderly political organisation. 


III. The Weakness of Liberalism 

I T is now evident that the weak spot in Spanish public 
life is liberadism. And it follows that, even imd^r a 
better world-climate, the liberal-democratic Republic was 
bound to find itself in difficulties. The constitution was 
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discussed in a mood of violent teaction against die k>ng 
dictatoisfaip of Pdmo de Riveia and was in'any case bom 
old, under an excessive influence of generous but belated 
int^ectuals, es^er at last to put on parchment, at sixty, 
their poUtkal dreams of twenty. Anti-cledcalism was one 
of their dreams. Alas, no one in Spain has worked more 
efficiently for anti-clericalism than the clergy. The nation 
with the finest Catholic culture in the world, the nation 
that produced the polyglot Bible of Alcald, the motets of 
Salinas and Victoria, the mystic poems of St. John of the 
Cross, the Autos sacramentaks of Calderon de la Barca, can 
give her people no higher Catholic beauty than paltry 
“ popular ” songs in church choirs, imitations of Place 
St. Sulpice sculpture on her altars, and the masquerades for 
tourists that Seville includes in her tourism programmes. 
“ The anarchists have destroyed many churches ”—said 
a learned Catalan canon, a refugee on board an Italian ship— 
" but the clergy had first destroyed the Church.” 

Our anti<lericals, however, would not give up their 
long-cherished dreams. Instead of insisting on raising 
the moral and intellectual standard of the clergy, they pre¬ 
ferred to ignore it—as if the Church and its ministers ceased 
to exist and to exert a powerful influence over the nation 
by their ceasing to be known to the state. While nothing 
really efficient was done to combat that influence, many 
small vexations came to add to the irritation caused to the 
Catholic population and to the clergy by the suppression 
of the chapter for Church and worship in the state budget. 
A rise in Ae miserable salary doled out by greedy bishops 
to village priests would certainly have consolidated the 
Republic. The sudden dismissal of all those poor priests 
from the lists of government servants was one of the worst 
blunders of the new rdgime. 

The traditional half of Spain was deeply hurt. But 
the intellectual liberals, who were attacking her on all fronts 
at once, did not realise that the masses which had hoisted 
tiiem lx> power, smd which they would need when old Spain 
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ffy wflc back, were not to remain with them; for, though 
looking towards different horizons, they are temperamoitally 
nearer to the authoritarian Right than to the liberal Centre. 
Here is a grain of fact worth tons of doctrine. During the 
Restoration, the Spanish Left, then mostly composed of 
bourgeois liberals, of course anti-clerical, was loud in its 
protests against clerical “ oppression ” which, on Good 
Friday, prevented all traffic movement but that of doctors’ 
cars. But during the present Republic, every time the Left has 
been in office, the socialist holiday on May i has resulted 
in a complete paralysis of the life of Spanish towns, all 
vehicles, even owner-driven cars, being banned from the 
streets by the trade unions; not in virtue of any law, not 
in virtue of any tradition such as that of Good Friday, not 
in virtue of a custom or disposition acquiesced in by the 
rest of the nation—for, when Governments of the i^ght 
were in office, as in 1954 or 1935, the holiday was reduced 
to its fair limits as a day of rest and pleasure for the working 
classes—but through the use of threats and, where neces¬ 
sary, of force, and the knowledge on the part of all con¬ 
cerned that the authorities would not protect the citizen 
who tried to enjoy his liberty. 

This is but a straw in the wind, but it could not be more 
significant. It means that the living sense of liberalism is 
not the dominant feature in the Spanish issue; for, in a 
really conscious and constructive sense, it is only to be 
found in a small minority of rather doctrinaire intellectuals 
without a following, while, in the masses, it lives only in 
the form of anarcho-syndicalism. Liberalism must then 
be dismissed from the picture as a somewhat irrelevant 
issue. 

This is by no means to say that liberalism is permanently 
to be blotted out of the Spanish political landscape. The 
strong individualistic tendency of the Spaniard, and that 
sense of manhood, hombrUiy which is perhaps his chief 
psychological spring, will always demand political ex¬ 
pression. In the end, happen wl»t may, liberalism, in one 
60 



‘ " 1 ! ■' 

PA^SM and CX)MMUNISM 

fona or another, will be an ingredient—and an important 
oot —in wbatever solution is brought to th^ constitutional 
crisis <rf the country. But, in this present struggle, liberal¬ 
ism, represented by unorganised inteliectuals, passive 
mi^e classes and anarcho-syndicalist workmen, is but a 
side issue. What remains is a duel between two auihoti- 
tarian principles—two genuine manifestations of Spanish 
life and spirit. 


IV. Fascism and Communism 

B ut it happens that, this time, the Spanish endemic civil 
war finds in the world outside two political forms that fit 
it admirably. For these two forms of the Spanish pessim¬ 
ism are, for autochthonous reasons, ready to express them¬ 
selves in the political forms evolved respectively by fascism 
and communism. It is worth pointing out that Spain, 
politically asleep for generations “lost to the world’s 
debate ”, turns up in the very centre of it when the world 
finds itself confronted with a choice between two brands 
of authoritarianism. Spain understands that language, 
even though she will not accept some of the forms that it 
adopts. Her old civil war takes on a new sense. The old 
traditional spirit, clinging to obsolete forms of absolutism 
for lack of newer expressions, sees in the totalitarian 
state a contemporary re-incarnation of her doctrine of the 
Austrian days. Spanish fascism is certainly not planning 
to become a servant of vested interests and a guardian over 
the well-fed and sleepy landowner-capitalist. It puts the 
national interest above every other interest and in economic 
matters might well be described as “ hierarchical socialism ”. 
Communism in Spain is also steeped in that totali¬ 
tarian sense which puts the interests of the whole country 
above those of any man. It is a well organised party, of 
clean and enthusiastic people; one of the best organised 
and most capable in the lancL 

No longer a struggle for or against the principles of the 
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Fieodi Revolution, this, the last of the Cariist wais, is in 
xeality fought between two nascent fotms of genuine Danish 
life—however deep the foreign influences over them n»y 
be. However grave and tragic in its material and moral 
results, it must be considered as a mere episode in the loiog 
and searching political evolution of the Spanish nation. 


V. The Outcome 

N O one is a prophet about his own country. It may, 
nevertheless, be safe to prophesy that, as a consequence, 
though not an immediate consequence, of this orgy of 
mutual hatred and destruction, the two sides will come to 
realise that they have never been less divided than they will 
be when the civil war is over. The more obdurate, the 
less intelligent elements of the Right, who represent little 
mote than their bank safes, will presumably be eliminated 
by the winner—whichever side wins—as dead timber. A 
living sap will vivify the state. Once the state has gone 
through the painful, and possibly long, process of recon¬ 
structing the main beams of the fabric—a bureaucracy and 
an internal army—the country will be in a position to evolve 
institutions more fitting to its genius than those it has 
discarded and than those which are offered for its imitation 
by Rome, Berlin and Moscow. 

It was inevitable that the States of Europe which incarnate " 
these doctrines should take a powerful interest in a civil 
war fought between two Spains so closely allied to them. 
But, while there is close similarity and at times conscious 
imitation, it is evident that, both on the Right and on the 
Left, the Spanish and the foreign cases are fundamentally 
different and cannot be summarily dismissed as identical. 
To take the communist side first: assuming that the Left 
win the civil war, the communist patty, even allied to the 
socialists, could not disregard the numerous and powerful 
syndicalist section of working-class opinion. Spanish 
communism would therefore evolve in original Spanish 
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ways, a necessary compromise between the Moscow master 
and strong idiosyncracies of the pupil^ It is probable 
that, the war once over, the influence of Moscow would 
rapidly dwindle, first as a national reaction, then as a 
consequence of the disenchantment which the experience 
of communism would call forth in masses of a messianic 
turn of mind whose ideals are always safer in Heaven, and 
finally because Moscow would be naturally considered as a 
political enemy by all “ pure ” syndicalists. 

If, on the other hand, the fascists won not merely over 
the Left but over the Right, of which they are the only 
progressive element, they would be hard put to it to harness 
under a fascist discipline the most individualistic people on 
earth. It is significant that the Spanish Phalanx (out 
fascists and Hitlerians) have chosen as their political name 
not national-socialism but national-syndicalism. One of 
the mainsprings of fascism is wholly lacking in Spain: 
that heady wine of imperialistic nationalism which no 
leader can turn into an acceptable drink for Spaniards— 
who know the taste of it to the dregs. It is safe tp say 
that Spanish foreign policy would not change appreciably 
in essence, even if it digged in manner and in some 
superficial moves. Foreign policy is determined by fixed 
laws of geophysics and of geo-economics even for more 
powerful nations than Spain. 

The civil war will have shown the people the value of 
technique and that of discipline. It will have shown the 
upper classes—^whether they win or lose—^that govern¬ 
ment is impossible without the acquiescence of the people. 
One problem—the greatest of all—^will remain xinsolved, 
perhaps for ever insoluble, a perpetual challenge to the 
Spanish nation: how to combine the authoritarian sense, 
which is not merely the present mood but a permanent 
tendency of the two rival Spains, with that yearning for 
liberty which makes of all Spaniards, without exception, 
anarchists at heart. 
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1. Roosevelt Comes Back 

O N the day these words are written, the United States 
is ending its quadrennial political orgy. The voters 
ate at the polls. This incredibly protracted campaign is 
over. The United States is oddly backward about some 
things, and political machinery is one of them. We still 
use the election time-table devised in 1824 , when the first 
presidential nominating conventions were held, and the 
roads were quagmires or rockpiles. There is no earthly 
reason why we should lash ourselves through a presi¬ 
dential campaign lasting five months—which generally 
leaves us in a state of emotionally exhausted boredom— 
and precede it by an equally long series of skirmishes for 
the party nominations. In these days of nation-wide 
radio hook-ups, with graphic news-reels showing candi¬ 
dates’ faces and postures in theatres at every cross-roads 
or whistle-stop,* and aeroplanes whisking even political 
candidates across the skies, there is no possible reason 
why out presidential campaigns should not be conducted 
in a month or six weeks. But it will probably be a long 
time before we are sensible and effect this reform. 

Before this article is posted to catch the Quern Mary^ 
the results of the election will be coming in. And by the 
time it reaches London—and print—the American presi¬ 
dential battle will be very stale soda-pop indeed. Most 
of us arc assuming that President Roosevelt will win 
rather handily. Some Americans profess today to regard 
this as a national calamity only to be compared with the 

• Whistle-stop; A hamlet so small that the trains pause there only 
by notification of a whistle. ’ 
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plagues of Egypt. But the gfeat majority of the voters— 
as the results will doubtless have indicated—^take a more 
philosophic view. That is likely to be tme, after a few 
days, among most people. As is usual, some impetuous 
gentlemen have pledged themselves to push a peanut 
with their noses from New York to San Francisco if the 
election goes one way or another. Few of them will do 
so. Others have taken an even more harrowing view, 
and foresee (for campaigning purposes) their eternal 
ruination with the return to power of the buoyant Mr. 
Roosevelt. One of them even went so far as to announce 
that he would sell out his business and move to Canada, 
or some other safe spot, if the President were returned. 

In the last weeks of the campaigning, forsaking the 
more moderate tactics with which he had begun, Governor 
Landon began to predict the most dire consequences if 
he failed to be elected. He insisted that President Roose¬ 
velt had utilized—if not invented—the depression as “ a 
mere excuse ” to inflict dictatorial laws and practices upon 
the American people. He saw the pit opening ahead of 
the New Deal, with pauperization of the American people, 
national bankruptcy, and ultimate despotism looming 
ahead. He gave all his Right-wing supporters the most 
delicious cold shudders. But there is no evidence that 
he won support where he needed it: from the mugwumps 
in the middle of the road. The campaign had deviated 
sharply from the so-called “ Topeka strategy ” outlined in 
the last issue of The Round Table.* This was partly 
last-minute panic, and partly the persistent hammering of 
the Republican party’s Right wing upon the liberally 
inclined candidate. They persuaded him that “ October 
is the month for bloody noses ”, and he set out with 
flailing fists. If, in the end, his own nose was bloodier 
than anybody’s, it was plainly because the campaign appeal 
was addressed to the wrong people. However much he 
may have acted in response to nearly irresistible pressure, 
* No. 104, September 1936, pp. 705-721. 
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it is of coune tme that Govemot Laodon had oaly hha- 
self to hlawg for not continuing what started oat as a 
sensible possibly efTective campaign. This indication 
that the Kansas candidate would yield under pressure, and 
say and do things he had never before seemed to mean, 
was a warning sign that in the White House—under far 
greater pressure—he might be amenable to even more 
damaging influences. 

Governor Landon may have frightened his own loyally 
supporting Right-wing by the blood-curdling tone of the 
campaign in its last weeks, but he did not frighten American 
business. Industrial activity kept to a new high pitch 
right up to election day. American business began a 
sharp rise in April, just as politics were bubbling up, and 
it has not yet stopped its rise. The composite index now 
stands at 108-7 with the i9a9-52 average as 100. The 
figure is almost precisely where it was in early 1929. 
Steel is at 73 pet cent, of capacity, and is expected to 
stay above 70 per cent, through the rest of the year. 
Automobile production is apparently going above last 
year’s record; textiles, shoes, and other such manufactures 
are eclipsing all previous heights; retailers are clamoring 
for merchandise. In short, the picture has not been so 
rosy since 1929, and the old myth that election years 
damped business is again being disproved. 

The importance of this election to people in ofher 
countries is in some respects even greater than it is to 
Americans. The best way of indicating its significance is 
to explain what would have happened had Governor 
Landon been elected. His first problem—ordered by the 
people—^would have been to try to liquidate the New 
Deal. Or, at least, he would have had to start in that 
direction, whether or not he found himself able ultimately 
to do away with much of it. In the last weeks of the 
campaign, he pledged himself to an immense program of 
change. He promised to alter basically the Reciprocal 
Trade Agreements Act—presumably abrogating the 
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^ixeaiy with Cacftda, flhd rendedng veiy <li£Eicult 
if not hiqx)ssible the negotiation and ratification of an 
agre em ent with Great Britain, which is the next objective 
in the Hull list. He bound himself specificalljr to repeal 
as soon as possible the Corporation Surplus Tax Act— 
and would need a great deal of new revenue from other 
sources as a result. His whole appeal was one of economy, 
and he promised to put into effect at once a drastic series 
of budget cuts. He agreed to turn the administration of 
relief back to the states. He promised to rebuild the 
farm-relief program from top to bottom. He declared 
the instant need of turning back to Congress the many 
powers granted to President Roosevelt, including the 
authority to manage the dollar through the stabilization 
fund. 

These are only a few of the troublesome things that 
would have filled Governor Landon’s hands. Obviously, 
he would have had very little time to look overseas. Foreign 
policy would have been put into the ice-box, and there it 
would probably have remained for a good many mpnths 
to come. Moreover, in so far as Governor Landon made 
any campaign pledges on foreign policy, they were in the 
direction of greater insularity. His view toward the 
League of Nations was non-co-operative and restrictive. 
His concept of neutrality was identical with that which in 
1914-18 led the United States down the road to war—an 
insistence upon neutral “ rights ”. He had no particular 
ideas about inter-American policy, nor had his advisers. 

The entire Republican preoccupation was to defeat 
President Roosevelt, and the entire post-election job would 
have been to try to mop up the New Deal. For a very 
long time, the activities of the Landon Deal would have 
been just about as turbulent as the early months of the 
New Deal itself. Out of much sound and fury, with a 
hostUe Congress, stalemate might well have resulted. The 
effects of this new flurry of activity upon business would 
have been problematical. The events might have been 

67 



ELECTION DAY IN AMERICA 

g yhilafaring to soinc Jcadcis of busincss; we might have 
had a thfilling boom-ride on the switch-back; or predsciy 
the opposite might have happened. After many months, 
perhaps a year, things would have shaken down enough 
for the Landon Administration to begin to think con¬ 
structively and concretely about foreign affairs. It gener¬ 
ally takes at least that long for a new Administration to 
find its feet anyway, and in the face of the tremendous 
domestic task confronting Governor Landon it is not at 
all slurring to say that he would simply have had to ignore 
international problems to a maximum degree. Of course, 
the State Department under a new higher command would 
have continued to function. Immediate duties, such as 
the Inter-vVmerican G>nference meeting in Buenos Aires 
in December, would have been attended to under the 
shadow of uncertainty. American participation in all 
world affairs would have been on the most perfunctory 
basis, although doubtless the new Secretary of State— 
whose identity could not even be guessed—would have 
done his best. Ultimately, the Republican leadership— 
which is not at all devoid of talent in the conduct of 
foreign affairs—would have begun to develop its own 
fresh ideas. But it would have taken more time than 
the world has to spare. 

President Roosevelt, returning to power, finds himself 
in the happy position of a Chief Executive beginning his 
second term, endorsed by new approval of the people, 
and without the necessity of ever confronting the voters 
again, except when a new House and one-third of the 
Senate are re-elected in 1958. While there are some gaps 
to fill in the New Deal, some renewals of authority to 
look after, some new holes likely to be punched by the 
Supreme Court and filled in by Congress, these tasks have 
nothing like the magnitude of those on hand in every 
single preceding January during President Roosevelt’s 
occupancy of the V^itc House. There is no comparison. 
Business is good; an expansive era has been opened. 
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Jn <k>ine8tk: affairs. President Roosevelt can no longer 
oonnt on a free hand or a blank cheque. This is because 
of the peculiar nature of a second term. A President's 
position in his second term is at once easier and harder 
than in his first. Easier in that he is not constantly think¬ 
ing and working toward re-election—one of the greatest 
flaws in the American constitutional system, which has 
already produced modest but increasing sentiment for 
limiting the presidency to a single term of four or six 
years. This re-electoral motive conditions every act of a 
president from about the second year of his first term. 
His energies go into the building of political fences, which 
in turn restrict his administrative and legislative freedom. 
The President’s political advisers conclude that he ought 
not to do many things—^among them, probably, the very 
best things he could do—simply because of fear of alienat¬ 
ing some group of voters, or the need of courting some 
other pressure-bloc. The last year or two of a first term, 
therefore, is certainly the nadir in any American President’s 
career. 

Comes the second term, and the President feels released 
and free. He can exercise an exhilarating new independ¬ 
ence. But this independence has its penalty. The majority 
in Congress, too, are no longer bothered about re-election. 
They no longer have to cling to the presidential coat-tails. 
They cease being obedient little boys, and get very naughty 
indeed. A President returning tp power on a landslide 
may expect a honeymoon of a few weeks or months, but 
no more. And by mid-term the chances are very good 
that he will lose control of one house at least of the Con¬ 
gress, which means the threat of deadlock and compromise 
for succeeding measures. Sometimes, however, a Presi¬ 
dent wishing to show independence may fit his new ideas 
into those of the insurgent wing of Congress, and then he 
is in clover. 

The President’s second term is therefore likely to be 
occupied with more activity on the administrative side, 
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and ksB on the congiessionaL That is whete Ptendmt 
Roosevdt’s prospective operations in fordgn policy come 
in. But he must choose a field of activity where he » 
not likely to be check-mated by Congress, and has the 
approval of public opinion. It would be impossible, £ot 
instanrtf, fot President Roosevelt to take the United States 
into involving political complications on the European 
continent. His relations with the League of Nations must 
still be of the most circumspect. If he participated in any 
conferences on strictly political troubles in Europe, he 
would have a revolt of popular opinion on his hands. 

There is a middle ground in which public opinion 
allows the President much latitude, there are some fields 
where popular inhibitions are oddly lacking. The most 
tempting and profitable field is of course in Latin America. 
There, the American public does not seem to feel afraid, 
does not object to commitments, however involving. 
Moreover, things are moving very fast and very far in 
Latin American affairs, and out of the Buenos Aires con¬ 
ference may develop ideas, not only for peace organiaation 
and neutrality in the western hemisphere, but even for a 
workable bridge to Geneva, or at least to the democratic 
nations of the Old World. 


II. From Washington to Buenos Aires 

O RIGINALLY, the Buenos Aires Conference had two 
major objectives. The first, developed by the United 
States, was the formation of an American neutral bloc. 
The United States proposed to extend to as much as possible 
of the western hemisphere—^with some British Common¬ 
wealth nations thrown in for good measure, if possible— 
the general theories of its own neutrality statutes. These 
laws attempted to apply trade and fina ncial embargoes 
against war, though not against aggressors alone. The 
purpose of broadening such policies to include other 
nations was to build up the largest possible area in which 
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ntHwadSke tade could continue to flourish after a European 
w»r had broken out. As long ago a^ last February, 
President Roosevelt looked at the Old World, and found 
the skies dark. In the face of a war threat, he felt the 
only course for the United States was to accept the storm 
and try to build snow-tunnels between its house and those 
of as many neighbors as possible. 

The second major objective of the Buenos Aires meet¬ 
ing, shared most actively by the Latin Americans, was 
the erection of peace machinery in this hemisphere. On 
this objective, the nations were split. The countries on 
the Pacific slope of South America leaned toward the 
American system. Argentina, and some others, still leaned 
toward Geneva and the Old World. With its trade ties 
to Great Britain, its traditional rivalry with the United 
States, it was natural that Argentina should be distinctly 
alarmist about this whole movement that had been deposited 
uninvited on its doorstep at Buenos Aires. But the very 
fact that President Roosevelt, although he issued the 
suggestion for the conference, carefully kept it out of 
Washington and in Argentinian territory was a meaningful 
diplomatic stroke. It was a notification that the United 
States wished to respect and emphasize Argentina’s eminence 
in South America, and wished to give due weight in any 
diplomatic agreement to the pro-European views of the 
leading Spanish-speaking State. 

There are now four magnetic pulls tugging at Latin 
America. There is Washington, with its predominant 
influence among the central American States, and its trade 
associations with the southern continent as well. Wash¬ 
ington, too, has greatly improved its position with the 
ABC powers (Argentina, Brazil, Chile) through the Roose¬ 
velt good-neighbor policy, whose practical meaning was 
shown by the abrogation of the Platt Amendment that had 
controlled Cuba, and the non-intervention policy that has 
been rigidly carried out since. Cordell Hull, the American 
Secretary of State, was friendly and circumspea at the 
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Montevideo Confetence of 1935, where he established 
warm personal cooperation with Dr. Saavedra Lamas, the 
Foreign Minister of Argentina. Moreover, as 
Europe grew more turbulent, as Geneva declined, Wash¬ 
ington seemed a more stable anchor. 

The second pull on Latin America, and by no means 
altogether divergent from Washington’s influence, is 
Geneva—behind which generally stands London. But 
this pull from the League of Nations has been uncertain. 
Latterly it has not been clear in which direction the League 
is evolving, nor whether the establishment of a regional 
peace machine in Latin America might not be precisely the 
evolutionary outgrowth of Geneva. Nominally, however, 
the League sticks to its ideal of universality. Dr. Saavedra 
Lamas was invited—by no coincidence—to become Presi¬ 
dent of this autumn’s Assembly of the League of Nations. 
He was honored in London on his way home. Presumably 
it is his role to build a bridge between Geneva and London 
on one hand and the New World capitals on the other. 

There are less compatible pulls being exerted on Latin 
America in these days. Italy and Germany—and soon, 
maybe, Spain with its historic ties—are seeking fertile 
territories for ideological and geographical expansion. 
Latin America is one of the most tempting areas left in 
the world for either sort of expansion. Already there is a 
close sentimental link between Spanish fascism and Latin 
America. Uruguay, for example, withdrew its recognition 
of the Madrid Government, and there is little doubt but 
that the triumphant Rightist forces would speedily be on 
the best of terms with Latin America. Germany had many 
warm pre-war and post-war contacts in South America, 
and Italy has not a few of them too. Authoritarian 
government was an old story here; the fascist lute was 
peculiarly fascinating to the military and to the regularly 
dominant classes in Latin America. 

Finally come the communists, tugging at the proletariat 
in Latin America. They have much fuel for their flames. 
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Afiama misexy, clerical abuses, industtkl disconteot, ate 
^ presem in abundant measure. These things—already^ 
ma^est in Mexico and elsewhere—might, if world 
conditions worsened, flare up into bitter strife. The 
communists have much potentially at stake in the Latin 
American game. 

Naturally enough, all these magnetic pulls have produced 
latent disquiet in Latin America, and increased hopes for 
success of the Buenos Aires Conference. Recently a new 
feat appeared, to dominate the situation. For nearly a 
century, it has been possible—^and fashionable—to sneer 
at the Monroe Doctrine in its original purpose of protecting 
Latin America against aggressive attack from overseas. 

“ What nonsense,” people said. “ Who is going to 
attack South America ? We are secure . . . just as secure 
as the United States, behind our oceans and mountains. 
It is silly to say that we need protection of a doctrine or a 
big brother. That’s just an imperialist pretext of the 
United States.” 

Things have changed now. For the first time, Latin 
American politicians can refer to the possibility of a foreign 
attack on their shores without being scoffed at by their 
compatriots. A high-ranking Argentinian official recently 
explained the situation in these words : 

“ The problem of South American security today 
develops parallel with the progress of science, especially 
in the realm of transportation. Unfortunately for us, the 
moral aspect cannot be considered. It has been proved 
to us in Europe and Asia that treaties and understandings 
mean nothing. When a State is ‘ hungry ’ or invokes its 
own ‘ special interests ’ no moral law will stop it from 
attacking any sphere within the operating compass of its 
military machine. That is the unfortunate situation for 
the present and, as realists, we must base future policies 
on present facts. 

“ The operating compass of the military machine is 
expanding rapidly. We have seen what has happened in 
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ilie lo yeais. WLo would deny that m lUOOfthiQe 
JO ycsus the Atlautic will be spanned by fest, gigantic 
flying-boats ? It may be eadier; in that case the menace 
to our shores is correspondingly advancing. Directly ot 
indirectly, this menace must be faced by all American 
nations, and maybe at the forthcoming peace conference 
in Buenos Aires.” 

A similar view is expressed in ha Nacion, distinctly not 
an anti-fascist paper, in Buenos Aires : “ Distance destroyed, 
America has only the Monroe Doctrine to fall back upon. 
The nations without their own arms industries will be at 
the mercy of those who have them.” 

With Latin America in anxious mood, with the United 
States more solicitous of sensibilities than ever before, 
with the Old World in turmoil and the New World still 
peaceful, the attractiveness both of a western neutrality 
bloc and of an American peace system are evident. 

The implications of these policies have been carefully 
thought out by the Roosevelt Administration. It cannot 
be said that the present State Department is convinced of 
the thesis that peace is indivisible, but it is no more con¬ 
fident of an ostrich-head viewpoint. Some compromise is 
ahead. The best observers feel that an adjustment between 
the pro-League ideas of Dr. Saavedra Lamas, the urge of 
security in the western world felt by his countrymen, and 
Washington’s desire to extend the area of neutrality" can 
be worked out. The Roosevelt Administration has dways 
been sympathetic to Geneva, and in earlier days wished to 
forge new instruments of co-operation therewith. These 
hopes vanished in Ethiopia. But there is still an awareness 
of Geneva’s problems, and closer co-operation with Great 
Britain than with any other Power. 

Practical evidence of American willingness to co-operate 
was given in the Anglo-Franco-Aimerican currency agree¬ 
ment, which may blossom into a really stabilizing factor. 
With President Roosevelt in direct control, the State 
Department acted with great coolness and circumspection 
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when b(»t^ vete dxoppcd it the U.S. destidyet IGiw, in 
Spun^ ^imtexs dadng the early stages of the chril war. 
In the fece of "^i^iat might have become a highly provocative 
situation, the ablest and most alert diplomacy was followed. 
In conjunction with British diplomatic and military forces, 
Americans were evacuated from Spain. While the naval 
limitation structure has gradually dropped to pieces—^with 
the end coming on December 31 of this year—close contact 
has been maintained between Washin^on and London, 
and nothing has been permitted to irritate relations with 
Tokyo. 


III. Business and Politics 

T hough the shadow of the elections hung over the 
American scene, business has been going ahead in 
most surprising fashion. Half a dozen major industries 
are breaking all previous sales and production records, and 
virtually all important trade indexes are approaching 
rapidly the i9Z9 level. The sober NcTy York Times 
insists that “ business is launched on an upward surge 
which is expected to surpass all previous peaks ”. The 
full importance of what is happening to business has been 
somewhat obscured by the elections. Yet the fact is that 
detnand has produced actual shortages in numerous lines, 
that an exceptional holiday trade has swamped manu¬ 
facturers, that industrial buyers have to beg producers of 
raw materials for inunediate shipments. Ostton goods, 
leather, shoes, paper, rayon, and several other lines have 
broken sdl previous records, while chain and mail-order 
houses ate producing new sales peaks weekly. Despite 
the prospective re-election of President Roosevelt (when 
diese statistics were computed) leading authorities can be 
quoted in numbers to the effect that “ business is good, 
is due to make further gains, and there is nothing in the 
offing which would cause a set-back ”. 

This state of affairs doubtless had much to do with the 
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outcome of the election itself. While business men west 
ptedominantly supporting the Lsmdon candidacy, in the 
hope that it, too, would mean a continued bo«m, they 
had nothing really tangible to fear from a New Deal the 
final months of which were so flourishing. 

The disquieting factor was that behind such an appearance 
of prosperity the grim fact of unemployment continued, 
still neat the American Federation of Labor estimate of 
11,000,000 workers. Perhaps as many as 20,000,000 
persons are still directly or indirectly dependent on govern¬ 
mental relief. These unemployed are the misfits, largely, 
who had in previous boom years clung to the fringes of 
the economic chariot and been carried on by sheer 
momentum. Now, despite the sharp shortages of skilled 
labor in many localities, these misfit unemployed cannot 
find much work to do, and prefer to depend upon the 
government bounty. 

The farmers, too, are enjoying high prices, and even in 
the drought-hit sectors most of them have something in 
the way of crops to market, or if not they can obtain loans 
in expectation of a good year ahead. Wheat planting in 
areas hard-hit last year now exceeds all earlier planting, 
with wide acreages of drought-burned corn (maize) now 
green with the first shoots of winter wheat. This points 
to a probable surplus next year, and possibly severe trouble 
for the Administration in its efforts to keep up the price. 

Labor storms are still looming, but except in the maritime 
strikes have not erupted in serious form. Indeed, it is 
noteworthy that in a period of rising production and 
bustling business activity more strikes have not broken 
out. They have been expected for two years now, but 
have been deferred. The long-pending organization of 
the steel workers is still up in the air. The CIO (Committee 
for Industrial Unionization) has hurled most of its forces 
into the re-election of President Roosevelt. Now it can 
turn to its real program of industrial unions, with a political 
program and a possible political party ahead in 1940. The 
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jj^tstance of organized labor was of real help to President 
Roosevelt in the campaign, and trade unions contributed 
generously to New Deal party funds. 

Of great practical political service, too, was the negro 
vote. Negroes settled in the industrial states of the north 
—they are practically disfranchised in the south—^became 
this year a political faaor for the first time. Hitherto 
their vote had gone largely to the Republicans, because of 
gratitude for emancipation and the fact that the south, 
where the negro still suffers under many social, economic, 
and political bonds, is solidly Democratic. But President 
Roosevelt made real intoads into the negro vote, largely 
because relief money has been liberally disbursed to the 
colored population. The glamorous appeal of this spec¬ 
tacular President was nowhere more effective. 

There has seldom been a more intense political campaign 
in American history, seldom in recent years one in which 
such feeling was stirred, and never one in which class lines 
were so sharply drawn. This last fact, deeply regretted 
by most American political philosophers, may presage 
stormy days ahead for the republic; days that will see the 
emergence of a political labor movement, of a more 
militant farm movement, the reshuffling of the old political 
parties with their meaningless labels and shadowy lines of 
distinction. The class issue was used by both sides in 
this election. President Roosevelt inveighing against 
“ economic royalists ” and “ princes of privilege ”, while 
the Republicans cried: “ Lwk at Spain and vote like 
Maine ” (which went Republican in September). 

Despite the gravely foreboding symptoms of coming 
class struggle which existed beneath the surface of the 
election, despite the emotions that were aroused, it is 
accurate to conclude that the grim economic bitterness and 
despair of the 1952 election were absent this time. In 193 2, 
this correspondent heard mobs jeer and boo at President 
Hoover, and it was a blood-curdling sound. In 1936, he 
heard knots of men jeer and boo at Governor Landon, 
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but they were not in eainest. lliey were tagging biaii 
not raging at him. Relief payments, govetnment spoiding, 
business activity, better £ajm prices, have all pou^ th^ 
unctuous fluid over the irritated working classes. Ih 
Wall Street—where President Roosevelt rashly ventured 
during his campaigning—the bitterness remains, and real 
jeers at the President floated down that dark, windswept 
chasm as his car swept along the street. But how long these 
jeers will persist, in the face of the business statistics, is 
open to conjecture. 

The United States of America, 

November 5, 1956. 
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Editorial Note 

O N October 12 the Arab strike in Palestine, which 
had begun on April 9, was brought to an end, after 
the Arab Higher Committee had accepted an appeal by 
L the rulers of neighbouring Arab States to maintain tran- 
’quillity, “ relying upon the good intentions of our friend 
the British Government and its declared desire to realise 
justice Plans were forthwith laid for the immediate 
visit to Palestine of the Royal Commission appointed in 
July to investigate (once order should have been restored) 
the cause of the disturbances and the whole working of 
the Mandate. At the invitation of The Round Table, a 
resident in Palestine who has given special study to the 
problem of Jewish immigration has written an article on 
this and other critical aspects of the Commission’s task. 
While the views that he expresses are not necessarily those 
of The Round Table, we believe that they deserve the 
most careful consideration, along with the facts on which 
they arc based, by His Majesty’s Government and by the 
Royal Conunission. The latter’s exact terms of reference 
arc: 

To ascertain the underlying causes of the disturbances which 
broke out in Palestine in the middle of April; to inquire into the 
planner in which the Mandate for Palestine is being implemented 
in relation to the obligations of the Mandate^ towards the Arabs 
and the Jews respecdyely; and to ascertain whether, upon a 
prcxier consUcuction of the terms of the Mandate, either the Atabs 
or tine Jews have any legitimate grievances on account of the way 
in whi^ the Mandate been, or is being, implemented; and, 
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if the Omuoission is satisfied that any such grievances ate well- 
founded, to make representations for their removal and for the 
prevention of their recurrence. 

Within these terms of reference, it is dear that the Royal 
Commission will not be at liberty to recommend any going 
back on the Mandate itself, even if that should be desirable. 
Hence this article likewise has been written on the assump¬ 
tion that the Mandate stands in its entirety, and that any 
immediate solution must be found within its limits. 


I. The National Home 

T he articles of the Palestine Mandate contain no 
definition of what is meant by a National Home. 
Article a does indeed speak of the “ national home as laid 
down in the preamble”; on referring to the preamble, 
however, we find no definition, but only a proviso that 
“ nothing should be done which might prejudice the 
dvil and religious rights of existing non-Jewish com¬ 
munities in Palestine, or the rights and political status 
enjoyed by Jews in any other country ”. We are therefore 
led to deduce the nature of the intended National Home 
from the articles themselves. From these we understand 
that a Jewish Agency is to be recognised, representative of 
all those Jews who are willing to assist in the establishment 
or reconstitution of the national home, in order to advise 
the Mandatory in social, economic and other matters and 
to assist in developing the country. Subject to the proviso 
that “ the rights and position of other sections of the 
population ate not prejudiced ”, Jewish immigration is to 
be facilitated under suitable conditions, close settlement 
of Jews is to be encouraged on the land, and an appropriate 
land system introduced. Hebrew is to be recognised as 
the third of three official languages. The Mandatory may, 
under certain conditions, arrange with the Jewish Agency 
to operate public utility services and to develop the natural 
resources of the country. A Palestinian nationality is to 
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be eatablished, and Jews who take up permanent residence 
shall be enabled to acquire it. These are the only positive 
injunctions of the Mandate which give an indication of 
the nature of the National Home to be established. There 
is no suggestion that a Jewish majority is essential or 
desirable; there is no suggestion that Jewish immigration 
should be limited only by the “ economic absorptive 
capacity ” of the country, to the exclusion of other con¬ 
siderations, or that Jewish difficulties abroad should be 
considered a reason for facilitating a greater immigration 
into Palestine than would otherwise have been considered 
desirable. 

The proviso that “ nothing should be done which 
might prejudice the rights and political status enjoyed by 
Jews in any other country” is believed to have been 
inserted at the suggestion of the late Mr. Montagu, an anti- 
Zionist Jew, at that time in charge of the India Office, in 
order that the National Home should not be developed in 
such a way as to create difficulties for Jews living outside 
Palestine. 

The preamble states that the purpose of the Mandate is 
to give effect to the provisions of Article zi of the 
Covenant of the League of Nations. This implies that the 
Mandate is a temporary trusteeship, enabling a community 
which had previously formed part of the Turkish Empire to 
fit itself for complete nationd independence. 

The present crisis in Palestine has centred on the question 
of the degree of immigration which is to be facilitated. 
Before considering figures, it will be useful to form some 
idea of the area of the covmtry, its natural resources and 
the existing density of population. Palestine, excluding 
what is entirely desert, is approximately the same siae as 
Wales; much of it is mountainous, stony and barren. 
Part of the coastal plain has proved very suitable for the 
cultivation of the “ Jaffa ” orange, of which some 6,000,000 
boxes arc now exported annually. It is thought that there 
may be a considerable future for the export of salts extracted 
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£com the watetB of the Dead Sea. Apattfxom this, 
not appear that Palestine possesses any great natond 
resources, beyond the ability to attract a considcrsdde 
number of tourists, as a land holy to three religions. 

To return to the comparison with Wales : Palestine has 
a population of 1,300,000; Wales one of 2,200,000. One 
half of the Welsh population, however, is contained in one 
county, Glamorganshire, and at least 900,000 persons ate 
dependent on the coal and iron industries based on the 
natural resources of that county. If we were to deduct this 
900*000 from the total, we should find that the density of 
population would be almost exactly equal to that of 
Palestine. It is therefore an error to think of the latter 
as an empty land. 


II. Jewish Immigration 

T he figures of legalised Jewish immigration into 
Palestine since the war are as follows ; 

1920 . 5,514 1928 . 2,178 

1921 . 9,149 1929 . . 5,249 

1922 7,844 1930 4,944 

1923 7,421 1931 4,075 

1924 12,856 1932 9,555 

1925 . 35.801 1933 . . 30,327 

1926 13,081 1934 . 42,359 

*927 2,715 1935 . -61,834 


The immigration of 1955 corresponds, in proportion to 
the total population, to an immigration into England of 
2,000,000 people in one year. Since Mr. Ramsay Mac¬ 
Donald addressed his letter in 1931 to Dr. Weiamann, 
inunigration has been regulated according to the Govern¬ 
ment’s interpretation of the expression “ the economic 
absorptive capacity of the country ”. This means in 
practice that immigration is limited ultimately only by the 
quantity of money which the Zionist Agency or individual 
Jews are prepared to invest in Palestine. There is no limii- 
at all upon the ntimbcrs of immigrants who may enter. 
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ptavided that possess a certain capitd sum. Tie 
THoaists maintain that it is against the intention of the 
Mandate that Zionist money invested in Palestine should 
en^loy other than Jewish labour. The Government 
therefore issues labour schedules to admit a quantity of 
Jewish labour * corresponding to the sums invested in 
industry and to the quantity of labour required to build 
houses and so on for the capitalist immigrants, having first 
assured itself that there is no very great Jewish unemploy¬ 
ment at the moment. At the end of 1935, however, there 
were over 6,000 officially admitted Jewish unemployed, 
besides many working half-time; while the Administration 
professed ignorance of the numbers of Arab unemployed. 
These were the conditions that immediately preceded the 
outbreak of 1936. 

If the amount of money invested in Palestine by Zionists 
was determined by normal economic motives, the non- 
Jewish sections of the population might not have objected 
to this method of fixing the numbers of immigrants; it is, 
however, obvious that sentimental, political and other 
motives play so great a part in this that governmental 
regard for the “ economic absorptive capacity of the 
country,” as thus defined, is a doubtful protection against 
uneconomic immigration. 

Owing to the Zionist policy of employing Jewish labour 
only, Tel Aviv, with a population of 130,000 Jews, contains 
practically no Gentile inhabitants. It is indeed alleged that 
the only non-Jewish labourers or shopkeepers who gain a 
livelihood in the city are a few Armenians, and that they 
are able to do so only by pretending to be Jews. The 
contrast, in this respect, with Casablanca in Morocco, a 
city of approximately the same size, developed by colonising 
effort in approximately the same time, is striking. In 
Casablanca more than half the inhabitants are natives of the 
country. The policy of excluding non-Jewish labour and 

* Both the cwitalists and the labourers admitted are entitled to 
intiodnce dependants. 
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of buying exclusively from Jewish tradesmen has given 
not ody Arabs but ^so Armenians, Greeks and the other 
non-Jewish communities in Palestine the conviction that 
wherever the Zionist gains complete control no non-Jew 
will be able to live. Arabs are at present employed by 
Jews in considerable numbers outside Tel Aviv, but this 
is admittedly because Zionist policy has not yet gained 
complete control in such districts. 

The immigration of the last three years is alleged by 
the non-Jewish communities to be out of all proportion to 
the economic resources of the country, as it certainly is 
to its powers of social assimilation. If the flow of immi¬ 
grants and capital were to be interrupted, even temporarily, 
it is maintained that a very serious economic crisis would 
result, from which all Palestine would suffer severely, 
while the longer the flow is maintained the more severe 
will be the crisis when it does come. 

The Zionist reply has been expressed tersely in the 
phrase that “ Haifa can be made the Birmingham of the 
Near East ” and Palestine “ a little oriental Belgium ”. 
By this, it is meant that Palestine can be turned into a 
highly industrialised country, possessing towns of 750,000 
or more inhabitants and a total population of not less than 
5,000,000. Palestine would thus become one of the most 
densely inhabited countries of the world, rivalling Belgium 
in this respect. When we hear ideas such as these seriously 
maintained, we can only recall that the Jewish people, 
throughout the ages, have always been a people of a Mes¬ 
sianic hope. Their fervid imagination has again and again 
led them to expect a miraculous deliverance, and their 
inability to distinguish the true Messiah from the false has 
before now involved them in disaster, as at the time of 
the rebellion of Bar Cochba. 

For what are the essential conditions for a great indus¬ 
trial expansion ? An abundant supply of cheap labour, a 
large and friendly market, complete economic control of 
the producing area, peace at home and an abundant supply 
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of law matetials. The lack of some of these advantages 
toay be made up by others, but in Palestine all are lacking. 
Jewish labour is very much more expensive than that of 
the neighbouring countries, and is controlled by a powerful 
trade organisation. There certainly is a possibility of 
greatly expanding markets in the countries adjoining 
Palestine; these, however, are cut off from it politically 
and economically, are hostile to Jewish development and 
inclined to boycott Jewish goods altogether. They are 
also anxious to develop industrially themselves, and are in 
a favourable position to do so. At the present time, for 
example, the export of manufactured goods from Syria 
to Palestine is nearly five times as great as that from Palestine 
to Syria. Peace at home is uncertain; Jewish economy 
must reckon with a large population at the best indifferent, 
at the worst actively hostile. The control of economic 
development in Palestine is not, and cannot be, entirely in 
Jewish hands. There are practically no raw materials. 
The only sphere in which there seems a chance of sub¬ 
stantial development is in the shipping industry, which has 
recently made a humble beginning, and for which Syria, 
if not Palestine, was famous in antiquity. There is also 
the growing importance of Haifa as a port of transit; but 
here, too, Arab nationalism, if hostile to Zionism, may 
prefer to divert trade through the Arab port of Beyrout. 

The Zionist replies to such objections with the state¬ 
ment that it is men, and not material conditions, that 
count, and gives as an example the Jewish diamond-cutting 
industry of Amsterdam. It is no doubt true that a number 
of minor industries, importing raw materials of small bulk 
compared with their value, can be established successfully 
in Palestine by Jewish enthusiasm, capital and technical 
skill. An example is indeed already present in the suc¬ 
cessful export of artificial teeth. A few minor exports, 
however, cannot be expected to support a population of 
the density of that of Belgium. The sutistics of imports 
and exports for the last few years are striking in this respect. 
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7,768 

11,123 

15.^2 

17.740 

goods . 564 

435 

406 
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Thus, while the Jewish population has doubled, and imports 
have trebled, exports of locally manufactured articles have 
only increased by about 30 per cent. Nor has the impo¬ 
sition of substantial protective tariffs availed to prevent the 
repeated collapse of industrial enterprises. 

111 . Land and Other Problems 

I T is evident that those who drafted the Mandate sup¬ 
posed that there was a great deal of spare land available 
in Palestine which the capital and technical skill of the 
Zionists could render available for Jewish settlement 
without prejudice to the Arab agricultural community. 
The reports of several expert investigators suggest that 
the quantity of such land was seriously over-estimated, 
just as the density of the existing population was under¬ 
estimated. At the present time, when the Jews haveTseen 
settled in a large portion of the coastal plain and in the 
plain of Esdraelon, the only area offering a prospect of 
immediate development is the marsh land in the Lake 
Huleh district,-already entrusted to the Jewish Agency. 
The Jordan Valley area presents great difficulties of various 
kinds, while the Beersheba district is not practicable, unless 
water can be found in sufficient quantities, a condition that 
still remains to be satisfied. In the non-irrigable hill 
^tricts it must be years before the feliahin can learn to 
improve their cultivation sufficiently to malff-, any space 
available for immigrants. 
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The o^iseqaences of these &cts axe apt be obscuxed 
because the labout schedules fox immigxstion show large 
nombexs of pexsous as proceeding to work on the land 
(in 1935, stMne 3,800). Some of these ate absorbed in the 
older settlements, which in some cases are becoming 
industrialised; others take the place of Jewish agricultural 
workers who have left for the cities. The great immigra¬ 
tion of 1933 to 1933, for instance, drew many workers from 
the land owing to the high wages offered in the building 
trade. Some replace Arab labour in the orange orchards. 
The Jewish immigrant labour, insistently offered to Jewish 
farmers at Rehovoth and elsewhere by the Jewish Labout 
Organisation, has proved unsatisfactory, both on account 
of the extreme socialist views of many of the immigrants 
and on account of their lack of agricultural instinct. The 
Jewish Farmers’ Federation has therefore recendy made 
efforts to find Jewish agricultural labourers from abroad. 
The experiment is said to be proving fairly successful, but 
it seems doubtful whether the Mandate intended to promote 
close setdement in Palestine in order to introduce Jewish 
immigrants who were already on the land in their country 
of origin. 

The possibility of Jewish agricultural setdement would 
be far greater if Transjordan were also available. Any 
such possibility would seem to be dependent on a settle¬ 
ment of the Arab-Jewish problem in Palestine in a manner 
acceptable to Arab opinion. 

The Jewish immigrants are very diverse in type and 
culture. The majority come from Poland, and Polish 
Jews form about half the total Jewish population. The 
intellectual leaders are often of Russian origin (Sokolov, 
Bialik, Shmaryah Levin and others). The needy, cheerful, 
half-Arabised Yemenis form the majority of the bootblacks 
and newspaper sellers, and Yemenite women are often 
employed as domestic servants. In the last few years 
there has been an influx of German Jews (8,000 in 1933, 
nearly one-seventh of the total immigration for the year). 

87 



PALESTINE: THE COMMISSION’S TASK 


Theii assimilation with the existing Jewish community 
has presented certain difficulties. They are generally of 
superior education and manners, and are more disposed 
to take a sympathetic attitude towards the Arabs. As a 
whole they have not come to Palestine either out of a 
romantic attachment to the land or out of a desire to create 
a Hebrew culture, but simply to escape from conditions 
in Germany. In general, however, the Jewish immigrants 
arrive with the determination to create a Jewish homeland, 
Hebrew in language, and not with the least idea of co¬ 
operating with Arabs in building up a common fatherland. 
As a highly-educated Arab expressed it, “ When Zionists 
ask us to co-operate with them, for example, in the Hebrew 
University, they mean that we should pay the fees and 
study in Hebrew, just as an English student might pay his 
fees and study in any foreign university 

Nor, for that matter, is the Arab interested in a joint 
culture; he is looking forward to a revived Arab civilisa¬ 
tion whose sphere of influence will extend from Baghdad 
to the Atlantic. Politically the young Palestinian is turning 
more and more towards ’Iraq. The powerful figure of 
Ibn Saud also has its attraction, in spite of the backward 
condition of his realm. 

There is no definite injunction in the Mandate to 
encourage the growth of a joint Palestinian sentiment, nor 
has the Administration made any serious effort to do so. 
The Hebrew and Arab educational systems are totally 
distinct, and, to take another example, while the British 
flag is flown and there exists a Zionist flag, there is no 
specifically Palestinian flag. If it was desired to take 
measures to produce a joint Palestinian sentiment, it would 
be necessary to train a select body of officials with a special 
knowledge of Jewish and Arab culture and affairs, and 
to give the Palestinian Arab such undeniable educational, 
economic and other advantages over his fellow Arabs in 
Syria and ’Iraq as to compensate him for his political 
separation from them. 
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Article z of the Mandate makes the Mandatoty respon¬ 
sible £of putting the country under such cpnditions as will 
secure ihe establishment of the Jewish national home. At 
the same time it makes him responsible for seeing that 
these conditions are such as to secure the development of 
self-governing institutions. The non-Jewish communities 
of Palestine, seeing that after 15 years the country is still 
without self-governing institutions such as even Trans¬ 
jordan possesses, claim that the Mandatory has unduly 
emphasised one of the responsibilities laid on him in 
Article 2, to the detriment of the other. Jewish opposition 
to the very emasculated Legislative Assembly recently 
proposed by His Majesty’s Government is regarded by 
them as proof that the Zionists are determined that there 
shall be no sort of Parliament in Palestine until they them¬ 
selves ate in a position to control its policy. 


IV. Conclusion 

I MMIGRATION has recently been officially regulated 
according to “ the economic absorptive capacity of the 
country ”. As Zionist policy has not been determined 
primarily by economic considerations but by the desire to 
establish the maximum number of Jews in Palestine in 
the shortest possible time, immigration has in fact been 
limited only by the amount of funds at Zionist disposal, 
the labour schedule being somewhat reduced by the 
Administration in order to obviate immediate unemploy¬ 
ment and, it is alleged, somewhat increased in response to 
Jewish difficulties abroad. The Zionist organisation has 
been able to direct to Palestine the enormous sums neces¬ 
sary, by inculcating the belief that the country is capable 
of tremendous industrial development and can become 
virtually a Jewish State, though containing an Arab 
element, mainly settled in Transjordan, which would be 
admitted to political parity. This belief is based on the 
theory that by acquiring at least equal political rights with 
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the Arabs, combined with a substantial nomedcal toa^ooitj 
and an overwhelming economic, industthd and fin a mda l 
8upcriorit7, it would be possible to control Palestine com¬ 
pletely, force an entrance into Transjordan, and pedups 
elsewhere, and so acquire a sufficient territorial basis for 
an otherwise very top-heavy structure. Zionist activity is 
exclusively directed to the development of Hebrew civil¬ 
isation, and any benefits to the non-Jewish population, such 
as those derived from the greatly increased wealth of the 
State as a whole, are purely incidental. If the Jewish 
leaders and masses were ever to be convinced that their 
project could not thus be realised, either because of the 
strength of Arab opposition, or because of the refusal of 
the Mandatory to admit such an interpretation of the 
Mandate, or because of the pressure of economic realities, 
it is reasonable to suppose that funds would no longer be 
available in such quantities and that immigration woidd 
automatically drop to manageable proportions. 

That such an interpretation of the Mandate is in fact 
inadmissible would seem to be indicated by Article 6 . 
This definitely makes immigration contingent on the 
condition that no prejudice done to “the rights and 
position of other sections of the population 

Moreover the measures taken by the Mandatory Power 
to override Arab opposition to immigration, which is 
limited only by the “ economic absorptive capacity of the 
country,” have aroused such feeling in ’Iraq as to result 
in the murder of Jews in Baghdad and the publication by 
the Grand Rabbi of a manifesto publicly dissociating 
himself and the 100,000 Jews of ’Iraq from any sympathy 
with Zionism. It may thus be argued that the Mandatory 
has wrongly interpreted the Mandate, in that it has failed 
to observe the proviso in the preamble that “ nothing 
should be done which might prejudice the ri ghts and 
political status enjoyed by Jews in any other country ”. 

It would therefore seem desirable to abandon the very 
equivocal phrase " economic absorptive capacity ” and to 
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ftliim to ^ statement * of the fitst High Gommissionet, 
Sic Hexbttt Samuel, in which he de&oed the Balfour 
Dedatatkm as meaning that 

the Jews, a people who are scattered throughout the world, but 
whose hearts ate always turned to Palestine, should be enabled to 
found here tl»ir home and that some of them, within the limits 
that ate fixed by the numbers and interests of the present popula¬ 
tion, should come to Palestine in order to help by their resources 
and efforts to develop the country, to the advantage of all its 
inhabitants. 

To give effect to this principle, it would probably be 
advisable to take up Mr. Churchill’s suggestion in the 
White Paper of 1922 and entrust the discussion of immigra¬ 
tion to a “ board which would be representative of Pales¬ 
tinians of all classes. In the event of irreconcilable 
differences of opinion arising, the points at issue would 
be referred to His Majesty’s Government for decision”. 
Such a board would of course be able to take into con¬ 
sideration the natural increase of the population (24,000 
a year Arab, 7,000 a year Jewish) and the difficulties of 
Jews abroad, as well as the immemorial practice of such 
Arabs as labourers from the Hauran, domestic servants 
from Egypt, ’Iraqi silversmiths, professional men and so 
forth, of seeking employment in neighbourmg Arab lands 
wherever conditions are favoxirable. 

Without attempting to forecast the conclusions that 
such a board might reach, we may note that an immigra¬ 
tion of, say, 8,000 Jews in any one year (economic and 
general conditions being favourable) would result in an 
annual increase in the population of about 39,000, and 
that in 25 years the population would total something 
over 2,200,000. This would be just about the population 
of Wales, Jewish money and intelligence taking the place 
of Welsh natural resources in coal and iron. The propor¬ 
tion of Arab to Jewish population would then be 
approximately 15:7. 


June 5,1921. 
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iLe Atibt, ccux^xkied with a sobstaodal numetkal iDafOCity 
and ui cnreiwhehniflg economic, industiial and finandid 
snpedotitf, it would be possible to control Palestine com- 
pletdf, fotce an entrance into Transjordan, and perhaps 
dsewheie, and so acquire a sufficient territorial ^ 
an otherwise very top-heavy structure. Zionist activity is 
exclusively directed to the development of Hebrew dvd- 
isation, and any benefits to the non-Jewish population, sudi 
as those derived from the greatly increas^ wealth of the 
State as a whole, are purely incidental. If the Jewish 
leaders and masses were ever to be convinced that their 
project could not thus be realised, either because of the 
strength of Arab opposition, or because of the refusal of 
the Mandatory to admit such an interpretation of the 
Mandate, or because of the pressure of economic realities, 
it is reasonable to suppose that funds would no longer be 
available in such quantities and that immigration would 
automatically drop to manageable proportions. 

That such an interpretation of the Mandate is in fact 
inadmissible would seem to be indicated by Article 6. 
This definitely makes immigration contingent on the 
condition that no prejudice be done to “ the rights and 
position of other sections of the population 

Moreover the measures taken by the Mandatory Power 
to override Arab opposition to immigration, which is 
limited only by the “ economic absorptive capacity of the 
country,” have aroused such fecUng in ’Iraq as to result 
in the murder of Jews in Baghdad and the publication by 
the Grand Rabbi of a manifesto publicly dissociating 
himself and the 100,000 Jews of 'Iraq from any sympathy 
with Zionism. It may thus be argued that the Mandatory 
has wrongly interpreted the Mandate, in that it has failed 
to observe the proviso in the preamble that “ nothing 
should be done which nught prejudice the rights and 
political status enjoyed by Jews in any other country”. 

It would therefore seem desirable to abandon the very 
equivocal phrase “ economic absorptive capacity ” and to 
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tettMU to die statement * of the fitst Hic^ Cdmnds»ooer» 
Sit Hedbeet Samuel, in which he deha^ die Balfoot 
Dedaxatton as meaning that' 

the Jews, a people who ate scattered throughout the world, but 
whose hearts are always turned to Palestine, should be enabled to 
found here their home and that some of them, within the limits 
that are fixed by the numbers and interests of the preseht popula¬ 
tion, should come to Palestine in order to help by their resources 
and efforts to develop the country, to the advantage of all its 
inhabitants. 

To give effect to this principle, it would probably be 
advisable to take up Mr. Churchill’s suggestion in the 
White Paper of 1922 and entrust the discussion of immigra¬ 
tion to a “ board which would be representative of Pales¬ 
tinians of all classes. In the event of irreconcilable 
differences of opinion arising, the points at issue would 
be referred to His Majesty’s Government for decision”. 
Such a board would of course be able to take into con¬ 
sideration the natural increase of the population (24,000 
a year Arab, 7,000 a year Jewish) and the difficulties of 
Jews abroad, as well as the immemorial practice of such 
Arabs as labourers from the Hauran, domestic servants 
from Egypt, ’Iraqi silversmiths, professional men and so 
forth, of seeking employment in neighbouring Arab lands 
wherever conditions are favourable. 

Without attempting to forecast the conclusions that 
such a board might reach, we may note that an immigra¬ 
tion of, say, 8,000 Jews in any one year (economic and 
general conditions being favourable) would result in an 
annual increase in ffie population of about 39,000, and 
that in 2j years the population would total something 
over 2,200,000. This would be just about the population 
of Wales, Jewish money and intelligence taking the place 
of Welsh natural resources in coal and iron. The propor¬ 
tion of Ar^b to Jewish population would then be 
approximately 15 17. 


June 3, 19ZI. 
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If agreement can be arrived at on the question of immigCB- 
tion, that of land sales should not be insoluble. The 
Survey of Palestine is nearing completion, the reports of 
the experts are available and the problem is reduced to 
getting agreement as to the method least inconvenient to 
both Jews and Arabs of preventing the displacement of 
Arabs from the land by the uneconomic prices oflFered to 
landowners by Jewish interests. The reservation of definite 
areas for Arab and Jewish cultivation, and the securing to 
tenants of a “ lot viable ”, are possible alternatives. The 
Jewish Agency itself does not deny that some legislation 
is necessary, but it wishes it to be such as not to hinder 
“ legitimate development ”. 

The settlement of these two questions should remove 
the main causes of friction between the two communities, 
and there should then be comparatively little difficulty in 
the establishment of some form of Legislative Council, 
whether chosen on a territorial, communal or corporative 
basis, or as a function of separate Jewish and Arab agencies. 
The Arabs have long become accustomed to Jewish cul¬ 
tural autonomy, and if Zionist activity were once recognised 
to be directed for the benefit of all Palestinians, and not 
primarily for the benefit of one section of the population 
only, there would be no reason to anticipate any serious 
new difficulties arising. 

With regard to Jewish grievances, the Commission may 
be expected to find that while there may have been many 
errors, such as the delay in building roads in the coastal 
plain, a routine outlook and lack of imagination in officials 
and so forth, the provisions of the Mandate have in the 
main been carried out. The Jewish Agency has been 
recognised and duly consulted. It has co-operated in the 
development of the country. Immigration has been 
facilitated. Hebrew has been recognised as an official 
language. Jewish settlement on the land has been, and 
is being, encouraged as far as circumstances permit. Various 
important concessions have been granted to Jewish 
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itttesxsts, Jews who ate petmanently resident have been 
enabled to take up Palestinian natioiudity, A new land 
system is being introduced. In short, “ a national home 
for the Jewish people ”, as defined in the Mandate, exists 
in Palestine. 

What then were the underlying causes of tjie recent 
disturbances ? It seems probable that the Royal G>m- 
mission will find that the outbreak was due to Arab 
resentment that had its origin partly in the non-fulfilment 
of national aspirations, which were encouraged by Allied 
promises and proclamations during the war of 1914-1918, 
and partly in the fear of becoming the less significant 
partner in a predominantly Jewish State. The latter fear 
is intimately connected with the question of Jewish immi¬ 
gration, and until there is a definite settlement on this point 
it is unlikely that Arab opposition to the National Home 
will be greatly modified. If, on the other hand, the policy 
adopted by His Majesty’s Government, after considering the 
recommendations of the Royal Commission, should result 
in a settlement satisfactory to Arab sentiment, there seems 
reasonable ground for believing that some of the neigh¬ 
bouring Arab lands might be glad to profit by a measure 
of Jewish capital and labour in the development of their 
own economy and agriculture. 

It may not be out of place here to point out that the 
problem of the Palestine Mandate is of international 
importance, affecting as it does Jews of all countries and 
involving also the relations of the Mandatory Power with 
other Arab lands, as well as with many millions of its 
own Mohammedan subjects. It might therefore be worth 
considering whether die administration should not be 
transferred to the Foreign Office. 

In the meanwhile, it would certainly be advisable to 
explore every possibility of Jewish immigration into other 
lands. In the case of prospective immigrants into Pales¬ 
tine, it would be well that the point of view of the Man¬ 
datory Power concerning the possibilities of development 
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in Palestine, the existing political and social condttioiia, 
and the attitude that the Administtation expects immigtants 
to observe with regard to the non-Jewish sections ^ the 
population, should be made perfectly dear before 
permission to immigrate is granted. 

Palestine, 

November, 1956. 
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** T)R 1 TAIN, France and Germany ” was the title of a 
JDremarkable article that appeared in The Round Table 
for December 1911, less than three years before the out¬ 
break of the world war, and just a generation ago. The 
occasion was the Agadir incident of the previous July, 
followed, as it had been, by Great Britain’s sharp and 
successful challenge to German diplomacy. To-day, the 
Spanish civil war has raised once more the problem of the 
control of Morocco, out of which those dangerous happen¬ 
ings arose; it is as true now as it was in 1911 that “the 
ownership of the soil across the straits of Gibraltar and 
commanding the entry to the Mediterranean is a matter 
vitally affecting the sea power of England The arma¬ 
ments race, the general international tension, enforce the 
resemblance with the past. It is therefore of far more than 
historical interest to re-read those pages and re-value their 
judgments in the light of what we know to have followed. 


I. The Past 

T he Agadir incident, declared the article of 1911, grew 
into a European crisis because it happened to focus in a 
single dispute two almost distinct international quarrels. 
In one aspect it was an episode in that contest over the 
partition of Africa which for twenty years had embittered 
the relations of European Powers. In another it was an 
incident in the silent conflict between England apd Germany. 
The article went on to summarise the history of African 
partition and the Moroccan question. Germany, having 
been left behind in the colonial scramble of the nineteenth 
caitury, had been pressing France for “ compensation ” in 
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tetum for the recognition of French rights in Morocco, 
and had hoped to be allotted the French Congo, as ilic 
key to a central African Empire. The’despatch of the 
Panther to Agadir was a “shot across the bows”, an 
intimation that France must parley or fight. Then came 
Mr. Lloyd George’s famous speech threatening to go to 
war rather than submit to the “ humiliation ” of seeing 
Great Britain’s vital rights and interests ignored. By the 
end of the month, every man in the naval and military 
forces of Great Britain, France and Germany had been 
warned for active service. In the writer’s view, however, 
there had never been any urgent likelihood of European 
war. Germany had been forced to climb down and to 
moderate her demands in Africa. 

The explanation of this sudden change, said the article, 
could be found only in the second international problem 
involved at Agadir, the rivalry of Germany and England. 
After the forceful union of their country under Bismarck, 
the Germans had aspired to play the same part in the out¬ 
side world as they had acted with such success in Europe, 
^eir ambitions, sound in moderation, had become over¬ 
inflated, till they challenged the very existence of the 
British Empire. The response had been a great increase 
of the British fleet and the creation of the triple entente^ 
which was anti-German in the sense that it was meant to 
guarantee that none of the parties should be mulcted by 
the “ merciless diplomacy of Germany 

To the Germans, there was much of hypocrisy in the 
British attitude. Great Britain’s policy, in their eyes, b^d 
been for centuries to repress by force or diplomacy the 
second strongest world Power; not were her people ever 
lacking for moral principles to justify to themselves their 
selfish imperialism. The Lloyd George speech was a fresh 
sample of Britain’s insatiable jealousy; for she was nothing 
but an outsider in the Moroccan negotiations. On the 
other hand, in British eyes the Agadir incident had been a 
calculated attempt to break up the entente with France. 
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The fundajtnental need Germany, deqla]^ the article, i 
was rapansbn. She was a young, vigoious, and rapidly 
growing Power. She must provide for the future of her 
growing population and of the industries that supported 
them. The best German opinion was strongly averse to 
further territorial expansion on the Continent. . Germany 
could not afford to include any more non-German irre¬ 
dentist elements within her borders. Denmark, Holland, 
even the eleven million Germans in western Austria, were 
more use to Germany as they were—insulating cushions 
to absorb the shock of her contact with Russia and England. 
As for the acquisition of territory beyond Europe, fit for 
white settlement, thoughtful Germans realised not only 
that all suitable parts of the world were already held by 
the British Empire or independent Powers, but also that 
every one of them was peopled by a white community who 
would fight to the death rather than accept the German 
flag. In any case, would it not be better for Germany, 
if she could, to keep her population at home, building up a 
state that would grow stronger year by year and would 
thus acquire an even greater influence in the world, at the 
expense of Powers that had dissipated their energy and 
their population in illusory dreams of empire ? 

If, then, Germany was to provide for the natural increase 
of her population at home, she must find ever-increasing 
markets abroad. This, rather than territorial expansion, 
was her “ fundamental national need ”. There were 
limits, as she had discovered, to the expansion of her 
markets in countries as industrialised as herself, especially 
when they, too, adopted highly protective tariffs. Hence 
Germany had been paying increasing attention to new 
markets like China, India and Africa. She stood firmly for 
the commercial Open Door in such countries. But she 
had no guarantee that this vital interest of hers would be 
preserved in the future. Hence “ either she must acquire 
dependencies of such extent that they will compensate her 
for exclusion from the dependencies of other Powers, 
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ot she must have adequate assurances that the vast mackets 
of Africa and Asia will not be closed to her polite*” 
Germany would unquestionably prefti: to possess dQ>enden- 
cies of her own. Nevertheless, a large dependent empire 
was not vital to her. It was certainly not worth her while 
to go to war for the sake of dependencies of her own, if 
she could assure the Open Door to those of other empires. 
But in that case a strong navy became an imperative 
necessity for her future. 

The paramount interest of the British Empire, on the 
other hand, was not expansion but to keep what it had 
and to enjoy it in peace. England’s interests as a great 
commercial and manufacturing Power, broadly speaking, 
coincided with those of Germany. She also was in favour 
of the Open Door. It was her policy in her own 
dependencies, for political as well as economic reasons. 

It would be entirely inconsistent with her position as trustee for 
the subject peoples that England should manipulate the tarifis in 
India or the African dependencies for her private advantage. . . . 
She may well inaugurate a system of local protection if it proves to 
be beneficial to the development and civilisation of the people. 
But to restrict their trading with foreign Powers for the sake of 
British manufiicturers womd not only be unjust but would cut 
at the root of her Empire. 

The British Empire, however, had one distinct vital 
interest. Supremacy by sea was not only necessary to its 
peace and safety; it was the very condition of its existence. 
England need oppose Germany, then, only if Germany 
aimed at the supremacy of the sea in order that she might 
overshadow the Empire. 

The British people were feeling the effect of the sudden 
appearance of a new and powerful State. The tendency of 
Ae Englishman to ignore the other man’s point of view, 
indeed to believe that indefeasible right lay behind his 
own, was intensely galling to a young and aspiring people 
like the Germans. The German people, on the other hand^ 
had had a remarkable and deserved success in the past 
forty years, but their very achievements had turned their 
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luiais, and caxued them to set thek ambidoita impdsdbly ,i 
l%h. Their history had also bred in them a belirf in the 
value of force and its ruthless use by the state. Bismarck 
and his Prussian army had brought peace and unity where 
chaos and war and stagnation ruled before. Both at home 
and in their external relations, the Germans l^eved in 
the efficacy of force and authority to an extent that was 
scarcely comprehensible to the Anglo-Saxon mind. That 
was why the Germans tolerated a government tyranny in 
repressing disorder and enforcing uniformity that would 
produce instant revolution in America or the British 
Empire. 

The constitutional and administrative system of Germany 
also tended to drive her into an aggressive yet unstable 
foreign policy. There could be no wholesome changes of 
Government. Intrigue was inevitable, and since intrigue 
was inconsistent with a dear straightforward policy German 
diplomacy was notoriously shifty and imtrustworthy. 
Moreover, since the Government could not alter it was 
blamed for everything that might go wrong. The more 
unpopular it grew at home the stronger was the bias in 
favour of recovering its prestige by glory abroad. 

In such circumstances, what else can Germans expect but to 
find their neighbotirs on the defensive ? . . . Germany’s position 
is not the product of British jealousy, but of her own aims and 
policy in the past. It is impossible to do business with a man 
who, wittingly or unwittingly, is threatening your life, whose 
methods you cannot trust, and who enters your room brandishing 
a dub. 

The essential preliminary to an improvement in Anglo- 
German-relations was proof that the aims of Germany did 
not threaten the existence of the British Empire, and that 
it was no longer her policy to squeeze and cajole weaker 
Powers at the risk of plunging the world into war. Mean¬ 
while, we must remember that peace and out safety de¬ 
pended on oUr strength. However Anglo-German relations 
might be improved, England and Germany would remain 
separate Powers, whose interests from time to time would 
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conflict. Peace was preserved, ran the conclusion, not by 
that balance of power which impelled each side to think itself 
the stronger, nor by that excess of offensive strength which 
provoked ambition, but by that condition in which each 
people was certain only that it could defend itself. So 
long as it was impossible for Germany to defeat the British 
Empire by sea, and impossible for the British to conquer 
the Germans by land, nothing save madness could produce 
a duel between the two. 


II. The Present 

T hose conditions of Anglo-German peace could not 
have been more fiercely and decisively tested; the 
British navy by sea, and the German army by land, re¬ 
mained unconquered through four-and-a-half years of war. 
Yet the madness prevailed. Why was the judgment of 
the article thus apparently disproved ? Looking back, it 
seems that the writer went too far in isolating Anglo- 
German rivalry from the general international complex, 
and in appearing to set it above other direct potential 
causes of world war. In particular, too little attention was 
given to the motive force of Russo-German rivalry for 
diplomatic mastery of the Balkans and Turkey, and for the 
succession to political control in the break-up of J:he 
Turkish and Austro-Hungarian Empires. These and 
other causes inherent in the world situation of the day 
gave rise, in the years between 1911 and 1914, to ever 
tauter alliances, ever mightier armaments and ever deeper 
suspicion, till it needed only an assassin’s hand to set in 
motion the dreadful clockwork of the military time-table. 

The same international complex of armaments and 
alliances and suspicions is being repeated to-day. The 
German-Ruseian conflict remains, though its nature has 
altered; the rivalry of communism and fascism for the 
succession to liberal democracy has taken the place of the 
rivalry of Slav and Teuton for the succession to the empires 
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of eastern Europe. An earlier article in this issue * has 
already analysed the bearing of this intenkdonal situation 
on the policies of the British Commonwealth nations. 
Here we are concerned to examine separately the relations 
between Great Britain and Germany—this time, however, 
with the clear warning that they are but a subordinate part 
of a wider complex. 

First of all, let us note the essential points of difference, 
by comparison with the facts of 1911. The challenge of 
Germany is not expressed to-day in the form of naval 
rivalry. In that respect, world strategy has been entirely 
altered. On the one hand, the British Empire is no longer 
supreme on the oceans, but shares naval parity with the 
United States, and in the western Pacific takes second place 
to Japan. On the other hand, Germany, apart from her 
strength by land, has concentrated her armament revival on 
the ait arm, and has signed a naval pact with Great Britain 
whose effect is to give her local security by sea without 
setting up a challenge to the world power of the British 
fleet. 

Other points of difference are to be found in the map of 
Europe. Germany, defeated in the war, lost large portions 
of her former European territory, as well as her colonies. 
The irredentism that was absent from her policy in 1911 
is a dominating force to-day. Expansion in Europe has 
been restored to a place of honour among her objectives. 
Again, the partition of the Austro-Hungarian Empire has 
created on the one hand a group of States characteristically 
opposed to German expansion, and on the other, along 
with discontented and revisionist Hungary, a small, 
poor, isolated, almost entirely German-speaking Austria. 
Beyond, the Russia of the tyrannous bureaucracy, the crumb¬ 
ling feudalism and the smouldering revolution has given 
way to a communist dictatorship, internally far stronger 
and more united than the Czarist empire, and externally 
feared for its faith in revolution and in the brotherhood of 
* Sec above, p. 3. 
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the " workers of the world But if the fear and eonnty 
between Russia and Germany are to-day no less, a chain 
of buffer States has been set up between them, induding 
the fourth largest Power of the cis-Russian continent. 

Mote profound than any of these changes is the fact that 
we are to-day within twenty years of the greatest war the 
world has ever known. Implicit in the comments of 1911 
and in the diplomacy of that eta was the assumption that 
war sooner or later, somewhere or other, was inevitable— 
might even be regarded as a normal method of international 
adjustment. Our minds seem, indeed, to be slipping back 
into that attitude, but we have learnt meanwhile a terrible 
lesson. We know that the rewards of war for the victors 
are Dead Sea fruit. We know that the sacrifices and 
destruction of modem war are far more disastrous than 
even the most triumphant victories could repay. We had 
a sufficient foretaste of air bombardment of civil popula¬ 
tions, the use of poison gas, and other modern horrors, to 
realise that another world war would be still more terrible 
than the last, and might destroy the whole of our civilisa¬ 
tion. The people of the world have learnt to dread war 
as it was not dreaded in 1911. This fear, generally speak¬ 
ing, makes war less likely. On the other hand, it makes 
“ collective security ” more difficult, by causing the peace- 
loving nations to view with distrust, and to implement with 
reluctance, any obligations they may enter into to rally to 
the defence of others. By the same token it has rendered 
more difficult the problem of Commonwealth co-operation 
for mutual defence. It has also made the way of mailed- 
fist diplomacy easier, by inclining the victims to draw 
back the frontier of concessions at which they will fight 
rather than give way. 

The lessons of the war came home to Germany more 
forcibly, perhaps, than to any other nation. In 1911, the 
German Empire, resplendent in "shining armour”,*had 
never been defeated since the Bismarckian union. But 
when “ Der Tag ” came the programme did not fall out 
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aopMxIiiig to plan. In sphe o£ the colk]^ Russia, ki 
spite of Gexmany’s ability to hold half me woxld at bay 
for over four years, in the end she collapsed, paying a 
terriUy heavy price, not only in losses of men and matedal 
and territory, in such reparations as she paid, in the penal 
disqualifications of the peace treaties, but also ^ national 
ignominy, humiliation, and politiml disorder. If the 
Germany of Kaiser Wilhelm 11 . thought twice before 
daring the issue of war, the Germany of Adolf Hitler will 
think three times. 

Yet who dare say that the warnings of 1911 are in no 
degree valid to-day ? To match the uprush of German 
nationalism, ambition and pride that followed the Prussian 
Confederation there is the far shorter but far more intense 
revivalism of the National Socialist movement. Scarcely 
a phrase would have to be changed in this key paragraph 
on Germany’s position to make it fit the pages of The 
Round Table twenty-five years later : 

The real necessity she has been under to force her way to her 
proper place in the world has made her proceedings inevitably 
disturbing and inconvenient to other Powers. The exaggerated 
notions entertained by theGermanpeople of their ownprowess and 
future has led them to ambitions whicn threatened the liberty and 
vital interests of their neighbours. Her system of government 
has increased this tendency and made her poliCT restless and 
untrustworthy. And, finally, the intense belief of the Germans, 
and especially of the Prussians who control Germany’s policy, in 
the use of force as the proper method of achieving their national 
ends, has produced a diplomacy which is a by-word throughout 
the world for violence and pride. 

The leopard has not changed his spots nor the Ethiopian 
his skin : the self-righteousness of the Englishman and the 
boastful militarism of the German remain their besetting 
sins. The British still prove their own interests to be 
moral virtues, and die Germans still tolerate “ a pitiless 
government tyranny that would produce instant revolution 
in Americ^a or the British Empire ”. The constitutional and 
administrative system of Germany still tends to drive her 
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into an aggiessivc yet unstable foreign poliqr. The safety- 
valve of a change of Goveminent is still jammed, and even 
passing impopularity at home, now as a quatter-centuty 
ago, biasses the Government in favour of recovering its 
prestige by adventure abroad. “ In such circumstances **, 
as The Round Table wrote in 1911, “what else can 
Germans expect but to find their neighbours on the 
defensive ? ” 

Still more important, from the point of view of the 
British Empire, is the fact that the fundamental interests 
of the Empire and Germany are unaltered. Germany 
needs markets for her manufactures in order to buy the 
food and taw materials she must have if her people are to 
live at a standard of life commensurate with their education, 
energy, technical ability and skill. The fierceness of Herr 
Hitler’s campaign for self-sufficiency is itself proof of her 
necessities. That campaign can never be fully successful, 
for physical reasons, and its partial success can be bought 
only at the expense of a tightening of the German belt 
which is bound to increase the political dangers. To-day, 
Germany’s need for markets is thwarted even more sharply 
than in 1911 by the protectionism of other countries and 
empires. Customs barriers have multiplied in Europe 
with the creation of new States and the growing rivalry of 
their nationalisms. India and China are following: the 
British Dominions and other primary producing countries 
in setting up as manufacturers on their own, behind pro¬ 
tective tariffs. Japan is an aggressive competitor in all 
world markets. Russia, a great potential market for 
German wares, is politically estranged. Great Britain 
has abandoned free trade, and in a large part of her depen¬ 
dent empire no longer maintains the Open Door. These 
facts remain true whatever German policy may be, though 
it may fairly be argued that Germany’s economic, monetary 
and social policy has done nothing to relieve the pressure 
on her or 'to make it easier for her to keep or secure 
competidve markets. 
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As in 1911, so in 1956, Getmany ma^ turn either to li 
Europe or to the outside world for the expansion she feels 
she requires. In Europe, while pursuing the maximum of 
self-sufficiency, she may seek by financial and political 
pressure to secure a sufficient zone of economic influence 
to satisfy her needs. Dr. Schacht’s recent tejur of the 
Balkans may be regarded as a move in such a policy. Or, 
coupling her economic needs with her racial doctrine, she 
may aim at territorial expansion, or at least the servitude of 
vassal States, to give her economic security and political 
power. What other interpretation can be given to Hitler’s 
covetous phrases about the Ukraine ? It is common 
ground among students of international affairs outside 
Germany that her leaders’ constant harping on the “ Slav 
and communist menace ” is intended to create an atmosphere 
in which she will be able to turn to her own advantage 
internal political dissension [and disorders in other 
countries. 

But what if German ambitions turn beyond Europe ? 
Here again, there are both peaceful and aggressive 
possibilities. The extension of German markets in Asia, 
in South America, even in the British Empire, may be a 
source of commercial anxiety for Great Britain and others 
of her trade rivals; it cannot be a cause of war. The 
policy of imperial preference in the dependent empire is 
indeed a legitimate grievance for Germany, and the political 
and economic arguments for the colonial Open Door, 
which are no less valid to-day than they were in 1911, are 
reinforced by the desirability, as a matter of world policy, 
of relieving the pressure on the empire-less countries by 
any safe means within our power. It is the opinion of 
The Round Table that to have abolished the principle of 
equal commercial opportunity for all nations in the colonial 
empire was a grave mistake, which ought to be reversed. 
Provided we do not ourselves pursue a selfish exclusionism 
in commercial and imperial policy, it remains as true as it 
was twenty-five years ago that the diplomatic and martial 
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powet by Germany to maintain her world interests 

need not constitute a challenge to the British Entire. 

in. Germant an© Colokies 

G ermany, however, tempted by the illusion of 
political prestige as well as by her genuine economic 
needs, may seek world expansion in the pursuit of a de 
pendent empire of her own. It was the doctrine of Mein 
Kampfthzt Bismarck was right in his opposition to colonial¬ 
ism,* that Germany’s destiny lay in Europe, that the 
imperialist aspirations of the pre-war generation were mis¬ 
conceived, and would only lead Germany into a dangerous 
struggle with countries whose friendship she needed. But 
Hitler’s Nuremberg speech, with its vague though violent 
insistence on Germany’s colonial daims, seemed to imply 
a repudiation of that doctrine by its author himself. Since 
then, the course of events has been confusing to the outside 
public. Elaborate preparations had been made for the 
first annual congress of the Reich Colonial League, in 
which guise the old German Colonial Society has been 
absorbed into the offidal Nazi machine. Then suddenly, 
early in October, the congress was “indefinitely post¬ 
poned ”, under orders from the Fuehrer’s deputy, an action 
that was not unnaturally interpreted abroad as reflecting 
second thoughts on colonial expansionism as an offidal 
doctrine. But the propaganda id not cease, and if the 
doctrine was indeed laid aside it was only for the moment. 
Late in October General Goering, in a speech on the 
four-year self-sufficiency plan, declared : 

Our colonies were stolen from us. We want to share in the 
world’s raw material sources, and we shall get them; 

and he went on to make a direct comparison between the 
pressure of population in Germany and that in England, 
with her great empire to relieve it. This was followed by 
a speech by Dr. Gocbbels, in the course of which he said : 

VtH Halts oMs bin ieh ktin KpJomalmenseb", he said in 1889. 
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ff Eaelish newspapers reply to General Goerihg’s speech by 
saying that we can bu3r taw materials, then We must imly that 
that is an insolent and insulting argument. We will, of course, 
take up the fight against the world for our colonies. 

These provocative utterances caused the Foreign Secretary, 
through the Ambassador in Berlin, to draw the “ friendly 
attention” of the German Government to so serious a 
breach of international good manners and neighbourUness. 

In connection with colonies, a serious warning is to be 
drawn from the article of 1911 that is the text of these 
reflections. The author took it for granted that Germany’s 
dependent empire of that day was negligible for her 
economic purposes. There was no suggestion that what 
are now the mandated territories were even nearly sufficient 
to satisfy German economic needs or political ambitions. 
To a present-day reader this comes as one of the most 
striking features of the article, an unmistakable warning 
that, whatever the return of Germany’s former colonies 
would do for good-will in the political field, it would 
neither satisfy her economic needs nor sate her national 
ambition. The total white population of the German 
colonial empire, just before ffie war, was under 25,000, 
two-thirds of whom lived in the single colony of South- 
West Africa. Germany’s total exports to her colonies 
were less than million per annum. Then as now, their 
capacity to supply her with raw materials was strictly 
limited physicaUy and economically. Moreover, they 
were costly to her Exchequer, which had to make good 
colonial deficits totalling 295 million marks between 1908 
and 1913, not counting the overhead cost of colonial 
administration. Arguments—familiar nowadays outside 
Germany—to discount the economic value of colonies 
were common currency in Germany before the war. Thus 
Herr Bebel declared in the Reichstag in 1906 : 

Germany’s trade with the British Empire amounted to 2,700 
million marks in 1905 and did not cost Germany a farthing; and 
if Germany shoxdd lose all her trade with Denmark (joo million 
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maAs in ij^oj) it would mean much more than if all her colonial 
ttade (64 million marks in 1904) “ went to the devil.” 

The economic argument for the return of Germany’s 
colonies simply does not hold water. The real motives 
must be sought in diplomacy, strategy and prestige. 

The undoing of the colonial clauses of the Versailles 
treaty would undoubtedly mean a great accession of 
prestige both to the National Socialist Government at 
home and to Germany abroad. And it would undoubtedly 
increase the strategic anxieties of other empires and thus 
make it easier for Germany to over-ride their interests. 
In this respect, the countries of the British Commonwealth 
would obviously be the chief losers, as they would be the 
losers in prestige if the transfer appeared to be made by 
virtue of their own weakness or pusillanimity. In this 
light, Germany’s colonial demands are unlikely to appeal 
to Great Britain, to the Dominions, or for that matter to 


any country not politically affiliated to Germany herself. 

One may be excused, indeed, for wondering whether the 
true reasons for those demands—^as to-day expressed by the 
Nazi leaders—are to be found in the objective merits of the 
colonial question. Bismarck’s attitude towards colonialism, 
from which Herr Hitler’s clearly draws much of its inspira¬ 
tion, may be interpreted, not as one of opposition in 
principle, but merely as one of invariable subordination 
to foreign policy.* When it suited his hand to push 
forward German colonial expansion in Africa or the 
Pacific he had no hesitation in doing so, and by skilful 
playing of this extra card he succeeded on occasion, not 
only in sowing suspicion and discord .hitween England 
and France ^d other colonial Powers, but also in splitting 
public opinion in Great Britain itself. Is there not at 
least a possibility that Herr Hitler has a similar purpose 
in t^smg the colonial question to-day, after having himself 
eclared it to be distracting and dangerous ? To sap the 
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mocal strength of Great Britain’s position, to sow discord 
between the colonial^Mid the non-colonial Powers among 
Germany’s neighbours, and to confuse and divide British 
public opinion—these would be diplomatic objectives well 
worth achieving. For our own part, we are not yet con¬ 
vinced that this diagnosis is the true one, but the chance 
of its being true makes it all the more important for the 
nations of the Commonwealth to pursue a patient, straight¬ 
forward and unequivocal policy towards the colonial 
question. 

That question raises many other issues—our obligations 
towards the native peoples, the independent rights of the 
self-governing Dominions to whom some of the most 
important mandates have been entrusted, the rights and 
interests of the League of Nations, by whom the mandates 
were issued. There is, however, nothing in those issues to 
suggest that we need qualify the conclusion already reached 
on other grounds, namely, that to give way to German 
demands on this score would be to hinder rather than to 
further the cause of world peace. If that negative conclusion 
is sound, nothing is to be gained by vagueness or delay in 
explaining to the German Government that the agitation 
for the return of colonies is and will remain fruitless. 

We are left with the other three possibilities for German 
expansionist policy: non-territorial expansion outside 
Europe, non-territorial expansion in Europe, territorial 
expansion in Europe. Which of these is most likely to 
make for the eventual rule of peace and justice in the 
world ? What can we do towards making that choice 
feasible and welcome to the German people ? These are 
questions that the Governments of all the British Common¬ 
wealth countries must urgently face; for if the wrong 
course is taken and war results, there is very little chance 
of our being able to stand aloof or to view the outcome with 
impartial reserve. 



THE EGYPTIAN TREATY 
AND AFTER 


I. The Milner Mission and the Protectorate 

I N his speech at the signing of the Egyptian Treaty, Mr. 

Anthony Eden said that it was the completion of work 
which had been going on for sixteen years, that is, from 
1920, when Lord Milner presented the report of his Mission 
to Egypt, until the present time. Yet to understand this 
history we need to go back rather more than sixteen years. 
Why did the Milner report, carrying, as it did, the authority 
of one of the most influential Ministers of his time and 
backed by the unanimous support of his five colleagues, 
receive such short shrift from the Government of which he 
was a member ? Why has it taken so many years to carry 
into practice the method that he and his colleagues 
recommended ? 

There is an Egyptian as well as a British side to this story, 
but the main obstacle on the British side was that in 1920 
many Ministers and large numbers of the public regarded 
Egypt as an integral part of the British Empire and were 
beyond measure astonished that Milner, whose imperialism 
was unimpeachable, should have proposed what they 
regarded as a surrender and abandonment of British terri¬ 
tory. But Milner was an old Egyptian official who never 
for a moment thought of Egypt in those terms. He had 
served under Lord Cromer and had seen the scrupulous 
care which that greatest of Egyptian administrators had 
taken to preserve the theory that Egypt was a self-governing 
unit of the Turkish Empire, governed by a Khedive and 
Council of Ministers, though temporarily in the occupation 
of Great Britain. Cromer had never claimed to be more 
no 
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tel Ageat ot Consul Genetal of the occuf^^ Power, tbc 
Sym of the foreign reprcsenuitives in Cairo, and though he 
might be the sSr /aefo rder of the country he left the in«gnia 
of power in the hands of its nominal ndets. Whenever he 
was pressed by the Egyptian nationalists, as he was more 
and more in his later years, his answers were so framed as to 
leave all doors open and to lead them to believe that the 
restitution of their independence was one of the objects of 
British policy. 

Cromer and the Governments that instructed him had to 
keep their eye on the European as well as the Egyptian 
situation. Up to 1904 France still bitterly regretted having 
missed her chance to share the control of Egypt with Great 
Britain, and watched jealously any move wMch Suggested 
that we intended to convert occupation into annexation. 
During the negotiations for the Anglo-French EntmU 
Delcassd fought to the last for a time-limit to out occupa¬ 
tion, and though in the end he forebore to press this it was 
on the understanding that we should not alter the legal 
status qm. The bargain was characteristic of pre-war 
diplomacy. The French recognised our “ special position ” 
in Egypt; we in return recognised their “ special position ” 
in Morocco. There were grumblers who said that taking 
the whole deal—including Newfoundland and Sokoto— 
the French had got much the best of it, but Cromer, who had 
felt the heavy hand of many French Governments, insisted 
that their concessions to us in Egypt were worth all that 
we were conceding to them and a good deal more, and it 
was that view which in the end carried the day. 

This back history governed the situation when the Great 
War broke out. The accession to our enemies in 
November 1914 of the Sultan of Turkey, who was still 
legally suzerain of Egypt, automatically converted his 
Egyptian subjects into enemy aliens. Something had to 
be done to regularise the situation. There were voices 
for anne^tion, but not only would it have been greatly 
resented by the Egyptians, who were then on the fence 
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between us and our enemies, but it would probably have 
been resisted by the French as a departure from the spirit 
if not the letter of the 'Entente. All prudent advice from 
Egypt was against annexation and the Cabinet considered 
it o^y to reject it. Instead, it was decided to proclaim a 
“protectorate,” a word of no precise meaning, and for 
that reason suitable to tide over the time without committing 
the British Government, which promised reconsideration 
of the whole question as soon as the war was over. Egypt 
and Great Britain lived together from day to day for the 
next four years on this temporary scaffolding. If that 
served its purpose as well as it did, it was largely through 
the fortunate choice of Prince Hussein Kamil to succeed 
Abbas Hilmi as Khedive, and the great good sense shown by 
British officials in Egypt, especially Sir Reginald Wingate 
and Sit Milne Cheetham, and by the Commander-in-Chief 
of the British forces. General Sir John Maxwell, whose 
unfailing good humour and tact in handling Egyptians were 
military assets of high value. 

The Egyptians, nevertheless, were extremely unhappy 
during the years of the war. They had no strong feelings 
about the European conflict; if their preference was slightly 
for the British, it was because they feared the Germans and 
had no wish to be handed over to the tender mercies of the 
Sultan of Turkey, who was supposed to have stipulated that 
he should resume his direct rule over Egypt in the event of 
the victory of the Central Powers. The idea of the Sultan 
governing Egypt as a German agent was certainly not to 
their liking, and the abortive attempt of the Turks to invade 
Egypt had the fortunate effect of making it seem near and 
real. 

But a patriotic Egyptian felt his position to be 
ignominious. He was caught up in a quarrel not his own; 
he had not even the dignity of a combatant; for, since he 
was technically a neutral, his army was to play no part. 
Yet the British took for granted that his country was at their 
disposal as a base for their operations, that he would supply 
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labour battalions for th^eir expeditions, provide asses, 
mules, fodder and grain to their order. All this he did 
under a practical compulsion, though everything was said 
to be voluntary. On the other hand, money poured into 
the country, and, if unscrupulous Mudirs and Omddis 
lined their pockets at the expense of the jellahm^ that, it 
could be said, was their fault and not ours. Nevertheless 
the odium of it fell back on us and, when the war ended, 
there was a seethe of discontent among the masses which 
was excellent material for agitators. 

Further material was provided when the departing army 
found places for its former oflScers in administrative posts 
hitherto filled by Egyptians. Egypt, in a phrase current at 
the time, was “ a paradise for the demobbing officer.” To 
the discontent of the jellahin was now added the anger of the 
student and effendi class; and when the war ended and 
British Ministers pleaded that they were too busy to listen 
to the remonstrance of Egyptians and their demand that 
the situation should be reviewed, according to the promises 
made in the war, the country was ripe for rebellion. 


II. Independence and the Reserved Questions 

R ebellion was easily suppressed, but the situation 
that remained after it needed prompt and wise action if 
Egypt was not to become another Ireland, and its coercion 
a chronic costly and discrediting liability to Great Britain. 
Milner perceived at once that there was no half-way house 
between this and recognising the claim of Egypt to in¬ 
dependence, subject to her recognition of our imperial 
interests and the necessity of adequate measures to guard 
them. It was the old dilemma—conciliation or coercion; 
be generous in conciliation or face the consequences. 
The Mission hoped that its report would be accepted and 
Milner sent to Egypt to negotiate the proposed treaty. 
That waa not to be. The Cabinet rejected the report; 
the Egyptian nationalists rraewed their agitation and 
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incresised their demands. A delegation of the mote 
moderate nationalists (Adly, Rushdy and Sidky) whitdi 
to London in 1921 to renew negotiations luul no 
success. Curzon favoured a settlement, but the Gibinet 
feared the reproach of a “ surrender to Egypt ” following on 
their Irish settlement, and the soldiers were stubbornly 
opposed to the removal of the British garrison from Cairo, 
which had been recommended by the Milner Mission and 
was now demanded by the Egyptians. Followed a 
renewal of rioting and bloodshed and the deportation of the 
nationalist leader Zaghlul to the Seychelles. 

In January 1922 Lord AUenby, who had favoured a 
concilktory policy from the outset of his appointment as 
High Commissioner, brought the situation to a climax by 
insisting that the Government should regard it as one of 
“ extreme urgency ” and offering his resignation if his 
advice was not accepted. That advice was to abolish the 
protectorate at once and leave the treaty proposed in the 
Milner report to be negotiated afterwards. In this Lord 
Allenby had the support of the principal British officials 
in Egypt, and coming to London with his and their 
resignations in his pocket he obtained the reluctant consent 
of the Cabinet. On February a8, 1922 a proclamation 
was issued in Cairo revoking the protectorate and declaring 
Egypt to be an “independent sovereign State” but 
reserving for future agreement; 

(a) the security of the communications of the British Empire 
in Egypt. 

the defsT.rc cf Egypt ag.-.irst all foreign aggression or 
i:-.iLT:c:e: (■<, :r,.':;ic{: »>: 

(f) the protection of foreign interests in Eg^'pt and the pro¬ 
tection of minorities. 

(4O the Sudan. 

Fuad the successor of Hussein, who had been called Sultan 
of Eg]^t since the end of the war, now became His Majesty 
the King of Egypt. In spite of his unpopularity with his 
subjects, he had shown considerable sHU and craft in 
steering his way between the British Government and 
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%3FptU& patties and agitatots, and he had dmded 
views, whidi were to be developed in the subsequent 
^^eazs, as to the position and demeanout of a King in an 
Eastern countty. Not the least important part of this 
dedamtion was that it made Fuad a King. 

It was by this time any port in a storm. Allcnby had at 
last forced the British Government to do something. But 
except on the assumption that the reserved questions would 
be settled with the least possible delay there was little to be 
said for that something. Egypt had been declared an 
“ independent sovereign State ”, but Great Britain by her 
own fiat had “ absolutely reserved ” a group of questions 
which, on the face of them, were within the discretion of 
any sovereign and independent Power, This antinomy 
lay at the root of the Egyptian problem and neither party 
could evade it. As Milner had perceived, there could be no 
settlement unless, at the same time as she was declared to 
be sovereign and independent, Egypt voluntarily waived 
her sovereignty on points of vital interest to the British 
Empire. To declare her to be sovereign by a unilateral 
decree which left her free of any obligation in return was 
to increase her power to agitate without satisfying her 
ambitions. 

But the corner was rounded for the moment, and the 
British Government turned again to other things, leaving the 
now emancipated Egypt to its own devices. A period of 
great confusion followed. The reserved questions hung 
over domestic politics and prevented any concentration on 
internal self-government. Fuad and Zaghlul vied with 
one another in baiting the British Government, the one 
proclaiming himself “ King of the Sudan,” the other making 
such demands that the Labour Government of 1924 was 
obliged to turn him from the door when he came to London. 
The Society of Vengeance again raised its head, and the 
murder of Sir' Lee Stack, the Governor General of the 
Sudan, greatly exacerbated feeling and led to the renewal of 
martial law—which, incidentally, the King much preferred 
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to parliamentary government under the liberal constitution 
promulgated in 1923. 

The details from this time forward were told in a recent 
number of The Round Table * and need not be repeated. 
They were all phases of the triangular duel between the 
King, the popular parties (that is to say, either the Wafd 
or attempted coalitions between the Liberals and the Wafd) 
and the British Government on the subject of the reserved 
questions. British High Commissioners were reduced to 
reprimanding each of the other parties in turn and at times 
threatening naval demonstrations, with the reluctant consent 
of their Government, which perceived only too clearly that 
whatever happened in Egypt they would be blamed for it 
by all the Egyptian parties, including the King. Con¬ 
stitution and parliamentary government flickered at times 
into an intermittent life, but came quickly to a deadlock in 
which the King resumed power and governed through his 
favourites and nominees. The death of Zaghlul in 1927 
had in the meantime deprived the popular party of its most 
powerful leader. One effort after another to settle the 
reserved questions broke down on the question of the 
Sudan, in which the British Government was restrained by 
memories of the 1924 troubles, while Egyptian leaders 
walked in fear of being denounced by Wafd or Palace if 
they conceded what was reasonable in British demands. 

So things dragged on till the summer of 193 5, when the 
Italian invasion of Abyssinia made a new situation. Then 
there was a remarkable revulsion of feeling in favour of 
Great Britain and there could hardly have been a better 
moment for a settlement. But the Government at home 
was ill-informed; the reciprocity for which the Egyptians 
had looked was again slow in coming; the Foreign 
Secretary blundered into speeches which they interpreted 
as interference in their internal affairs; once again agitators 
demonstrated and students rioted. British Ministers, 
like their predecessors in 1920, thought that Egypt should 
* No. 102. March 1936, pp. 266 it stq. 
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\rait until other and graver questions were settled and were 
slow to see the intimate connection between the Eg)q)tian 
situation and the appearance of Italy in North Africa. 
These blunders were fortunately retrieved by xanusual 
expedition when at length the question was taken in hand 
by Mr. Eden. Good sense was now shown on both sides, 
both in sweeping aside obstacles which had proved fatal 
to the previous negotiations and in realising what was new 
in the situation, as it presented itself in 1936. 


III. The Treaty Settlement 

T he Treaty signed on August 26 awaits the ratification 
of the Egyptian Parliament and will have to run the 
gauntlet of debate at Westminster, but since it carries the 
fiat of two Governments, both of which have large parlia¬ 
mentary majorities, its fate need not be regarded as in 
doubt. It is, nevertheless, important to be clear about 
the nature of the settlement embodied in it. Let us consider 
first the military clauses. 

The removal of the British troops from Cairo, originally 
proposed by the Milner Mission, was one of the chief 
stumbling-blocks in the earlier efforts for settlement, and 
now that it is conceded its meaning and consequences need 
to be carefully considered. From the days of Curzon 
onwards, all the negotiators had to reckon with the active 
or passive resistance of the soldiers in London and in Cairo. 
But it was really impossible to reconcile the presence of a 
British garrison in the heart of the Egyptian capital with the 
acknowledgment that the country was “ sovereign and 
independent,” The parades of British troops and tanks 
which were daily incidents of life in Cairo seemed in Egyptian 
eyes to make mockery of the proclamation of 1922. Not 
was this merely a point of pride and vanity. The presence 
of British force in this obtrusive form had two practical 
results which between them were largely fatal to Egyptian 
self-government. It undermined the responsibility of the 
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Egyptians fot ^keeping otdet in thelx ova capteai* and it 
enabled them to throw back on Great Britain the burden 
of everything that was unpopular or corrupt in their own 
administr^on. 

No one who kept his eyes open can have visited Egypt 
in recent years without seeing these two causes disastrously 
at work. Nothing was easier for Egyptian Ministers than 
to shirk the unpopular business of keeping agitators and. 
turbulent students in order on the ground that the British 
were there and that, if they insisted on being there, it was 
for them to deal with the disturbances that their presence 
was said to provoke. Nothing, on the other hand, was 
easier for the agitators than to assert that, if the British were 
not there, they would make short work of the abuses and 
corruptions which they alleged against their own Govern¬ 
ment. In this way we have more and more in recent years 
come to bear the sins of all parties, the governing party 
washing its hands of responsibility, and its opponents 
asserting that we were throwing our shield over arbitrary 
personages whom, but for our presence, it would not have 
tolerated for a week. 

No settlement was possible unless this situation was some¬ 
how wound up. The method proposed at length gives 
reahty to the idea that the British force in Egypt is not an 
army of occupation but an army for the guarding of imperial 
communications, stationed for the most part, as such an 
army should be, in the Canal Zone and not in Cairo. At 
the same time it gives effect to another idea, which has 
sprung to life since the negotiations of 1950, namely, that the 
defence of Egypt against foreign aggression should be the 
joint responsibility of British and Egyptians working 
together as friendly allies. This joint defence of the 
frontiers, to which the provision of a powerful British air 
force is recognised as essential, along with the development 
of ^ Egyptian army accepting the services of a British 
military mission and trained in unity with the British 
force, is now the object aimed at. With the new toads 
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aiaid> ni];w»ys projected aod the tmcha|^i tzanspott 
widi n^hic^ the joint force will be provided, there should 
1^ no question of its availability at any point threatened. 

Here the guiding principle is that a friendly Egypt is not 
merely a political dtsidtratum but a military asset of the 
highest value. In proportion as we can rely on a friendly 
Egypt we may look to the Egyptians to relieve us of having 
to carry single-handed the burden of defending their 
country and the Sudan—a burden which, as world affairs 
are now shaping, is likely to be an increasing one and full of 
dangerous complications if in an emergency they proved 
hostile or vinfriendly. The solution is undoubtedly the 
right one, but to carry it out will need forbearance and 
wisdom on both sides. To provide the necessary accommo¬ 
dation for the British force in the Canal Zone must at best 
be a gradual and somewhat expensive process, offering 
numerous opportunities for critics and obstructionists. 
Finance is a large part of this problem, and, if the new 
Egyptian regime is not to be started with greater commit¬ 
ments than it can carry, British help and British credit will 
be needed to tide over the transition stage, at least to the 
extent provided in the settlement. The problem must 
be conceived not merely as an Egyptian one but as part 
of the military reorganisation joining up Palestine with 
Egypt, through the Canal Zone, which has become a British 
imperial necessity. Egypt undoubtedly has an immense 
interest in it, but there are also specific British interests for 
which the British people must bear their share. 

Some anxiety has been caused by the fact that under 
Article 8 of the Treaty the British Government is com¬ 
mitted in twenty years to accept the decision of the League of 
Nations, of which Egypt is now to be a member, as to the 
ability of the Egyptian army to “ secure by its own resources 
the liberty and entire security of navigation of the Canal ”, 
This, however, should be related to Article 7, which is 
permanent and which provides that “ in the event of war, 
imminent menace of war, or apprehended international 
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emergency ” the King of Egypt will furnish on Egyptian 
territory *‘all the facilities and assistance in his power, 
including the use of his ports, aerodromes and means of 
communication.” 

The settlement of the Sudan question in Article n will 
be a relief to those who have studied the juristic side of this 
question, and have in consequence followed with some 
uneasiness the casuistry which in recent years has been 
developed to justify the extrusion of Egypt from the 
Sudan. The Anglo-Egyptian Condominium of 1899 now 
becomes the accepted basis; the Governor General is to 
be appointed as before by the King of Egypt but “ on the 
recommendation of the British Government ”; that 
Government agrees to the return of Egyptian troops to the 
Sudan and to the removal of the restrictions on Egyptian 
immigration into the country “ except for reasons of public 
order and health.” 

It is not likely that these provisions will make much 
immediate difference to the Sudan. Egyptians have shown 
little desire to take up their residence in that country and, 
although at the beginning applications for appointments 
may flow in, not many Egyptians are likely to seek a 
permanent career there. But, in addition to the permanent 
interest they have always had in the control of the upper 
waters of the Nile and the suppression of Dervish fanaticism 
across their southern boundary, Egyptians now have to 
contemplate the possibility—^let us hope remote—of other 
invaders approaching Egypt in this way. Here again a 
friendly Egypt is all important. While the country was in 
a state of disaffection, it was natural that the British 
authorities should object to the presence of Egyptian 
battalions, whose allegiance they could not trust. They 
had warnings on that subject in 1924 which could not be 
ignored. But a friendly Egypt, equally concerned with 
us to guard against invasion by this road, opens up an 
entirely different prospect. To bring home to Egyptians 
their responsibility, to welcome the aid of an Egyptian 
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force and to make it as efficient as possil?»le now become 
positive aims of British policy, and the right way of relieving 
the British taxpayer, who would otherwise have to bear the 
whole burden in case of emergency. 

There remains the question of the capitulations, in which 
not we alone but most other European Powers are interested. 
On this we can do no more than promise to “ collaborate 
actively with the Egyptian Government ” in giving effect 
to the arrangements provisionally set out in the Treaty 
for their abolition. It is improbable that any of the Powers 
will incur the unpopularity of vetoing their abolition, but 
a good deal of hard bargaining may be expected. The 
Egyptians are a shrewd people and, provided the jurisdic¬ 
tion of the Consular Courts is abolished, they are unlikely 
to press for large and sudden changes which would alarm 
the foreign traders with whose activities their own pros¬ 
perity is bound up. But there is another extremely 
important aspect of this subject. Greater freedom to tax 
foreigners is essential to Egyptian Governments, if only 
because the excessive immunity which they enjoy under the 
capitulations acts as a bar on the taxation of Egyptians. 
All administrations, British or Egyptian, have shrunk from 
taxing Egyptians to a greater extent than they are per¬ 
mitted to tax foreigners, with the result that for a com¬ 
paratively rich country Egypt has been starved of revenue, 
and her education, social and sanitary services are deplorably 
backward. Year by year she has to cut her coat to a 
limited and quite inadequate amount of cloth. A certain 
lethargy on the subject of the capitulations has been 
observed among wealthy Egyptians, who are aware that 
the capitulations act as a shelter against taxation for them 
as well as for the foreigners, but this is a motive that can 
scarcely be avowed in the present state of popular feeling. 

Finance will in any case be a severe test of popular 
government in Egypt. The Administration will need 
more money, but it must learn to administer wisely and for 
tlK present frugally. Nothing is more likely to bring 
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dimtet thaa the pouring out of money for politiod ob)(^ 
or the multiplication of sinecures for nepotism or political 
jobbery. The enormous civil list and other outpourings 
of public money which have accompanied palace rule 
ought to be curtailed; a competent audit department is an 
absolute necessity. In the long regime of British financial 
advisers ” the Egyptian people have been kept far too much 
in leading strings in this department, and there is a danger 
that they will sin in ignorance rather than from deliberate 
perversity. They have competent and honest financiers 
in their political parties; it is to be hoped that they will 
learn to use them and give them the same kind of inde¬ 
pendence that wc give to our Treasury officials. Those of 
them who are students of institutions would do well to 
inform themselves of the restrictions in the field of finance 
that the British House of Commons has voluntarily placed 
upon itself. All European experience is proving that these 
are absolutely necessary to prevent the periodical financial 
crises which are so dangerous to European democracies. 

Egypt is determined to make her own democratic experi¬ 
ment and it is wisdom not to stand in her way. The 
Prime Minister is working under the 1923 constitution 
which earned the unhappily worded animadversions of 
Sir Samuel Hoare in November last year. It is his choice 
and that of his party and entirely within their competence. 
But no offence can be taken if British well-wishers point 
out that Egyptians are starting on this course at a time when 
a large part of Europe is in retreat from it, and that they 
may have something to learn—^if only in what to avoid— 
from European experience. Broadly speaking, the faiinrp 
of European parhaments and democracies has been for two 
chief reasons, first that these were unequal to the elementary 
part of their business, which consisted in keeping order and 
protecting their citizens, next that their political parties 
were rent by such schisms and feuds as to be unable to give 
any Government the support necessary for it to hold its own 
in a parliamentary assembly. A certain competence in 
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ada^oistxailoa and a cettain moderation in ^litics are, as 
wt ate teaming, the necessatf conditions *o£ a successful 
democracy. For majorities to be content with such 
policies as can be made to prevail by argument and suasion, 
and for minorities to submit until such time as they can 
make their views prevail with the electorate—these are the 
essentials of parliamentary government, and they must be 
observed in the East as in the West. 


IV. The New Situation 

T he one thing to be avoided is the idea that, the Treaty 
having been signed, we can wash our hands of Egypt 
and leave the sequel to work itself out. On the contrary, 
the Treaty creates a situation in which the best brains and 
constant co-operation of both parties will be necessary for 
at least the transition period and very desirable afterwards. 
Egyptians have both the advantages and disadvantages of 
the fact that their country lies across the great highway 
from Europe to the East. That has added to their wealth 
and importance and brought them nearer to Europe in 
thought and culture than any other Eastern country. 
But it compels them to find a powerful friend in Europe 
and for that purpose to accept conditions which can oiUy 
with great tact and forbearance on both sides be squared 
with their claim to be sovereign and independent. Intelli¬ 
gent Egyptians are well aware that if Great Britain with¬ 
drew from their country another European Power would 
quite certainly take her place, and recent events have been a 
sharp challenge to them to consider whether there is any 
other Power which, judged by its own practice and tradi¬ 
tions, would be more likely than Great Britain to respect 
their independence and favour their aspirations to demo¬ 
cratic self-government. It is one of the encouraging 
features of the situation that in spite of the friction and 
misunderstanding of the last twenty years the answer to 
that question was overwhelmingly in our favour, when it 
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came to the point. If Great Britain was often slow and 
tactless, Egyptians felt that her traditions were traditions 
of freedom, and that she was far more likely to keep within 
the boundaries fixed by a treaty than any Power that was 
likely to bid for the succession, if she withdrew. 

Good-will and friendliness between Egyptians and 
British residents in their country have survived all the 
friction of recent years and should greatly help to the smooth 
working of the new order. The two peoples have much 
in common. Both have short memories for political 
grievances and a natural good humour which is not easily 
quenched. Great Britain may have a giant’s strength but 
she has shown in her history that she knows how not to use 
it like a giant. If a free partnership is possible in the 
inevitably unequal terms that are inherent in the situation, 
it should be with her. But it will not be enough for her to 
man her Embassy with officials recruited from the Middle 
East or the Far East as if experience in those regions were 
a qualification for dealing with the problems of Egypt. 
The relations with a young sovereign who assumes responsi¬ 
bility at the early age of 17 will need careful handling, if 
we are to avoid the suspicion that we are trying to cir¬ 
cumvent popular government by way of the Palace. Egypt 
is not in the ordinary sense an Eastern country, she is her 
own peculiar blend of East and West. The men she needs 
ate men with political brains and parliamentary experience 
who will be in constant touch with the different Egyptian 
parties and so act that their advice will be welcomed as that 
of a wise friend and not resented as the intrusion of a 
superior Power. The word “ adviser ”, so familiar in the 
terminology of Egyptian administration, needs to be 
revived and given its hteral and genuine meaning. 

The problem for both parties is to keep at a distan rp all 
the possibilities—breakdown of administration, disorder 
threatening foreigners, insolvency—that might compel 
British intervention. It can be solved if British and 
Egyptians keep contact in a friendly spirit, but it will not 
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be sohred by a frigid neutrality on oitf part, as of a " 
spectator who has predicted disaster and waits for his 
prophecy to come true. Out desire to let Egypt be 
governed by Egyptians is genuine and honest, but the 
neutrality that watches over the boundary between what 
belongs to them and what is reserved for usTfiust be 
benevolent and watchful. The large foreign population 
will still look to us to guarantee their security and to 
act as the principal arbiter between them and Egyptian 
Governments, and the latter must be willing to accept us 
as counsellors and advisers on that subject. 

The problem is a unique one, and it is a challenge to both 
parties to make workable by custom and usage a new form 
of institutions, in which an inner sphere of self-government 
is reconciled with an outer sphere of external policy. 
Great Britain must be predominant in the latter, and it is 
in the interests of Egypt that she should be, but only by 
custom and usage can the boundaries between the two be 
firmly planted. With her habit of adjusting herself to 
circumstances and meeting emergencies as they come 
Great Britain has solved many problems which have 
defeated her neighbours whose methods are less flexible; 
but she must realise that if the Egyptian Treaty is the end 
of one dispensation it is the beginning of another, which 
will call for patience, watchfulness and good sense in both 
the partners to it. 
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NATIONALISM IN FRENCH 
CANADA 


I. The Overthrow of Mr. Taschereau 

I N Canada the economic depression is lifting, but its 
political effects continue. The world crisis started 
political movements which show no signs of disappearing 
with the advent of better times. Social Credit is en¬ 
trenching itself in Alberta and is spreading into neighbour¬ 
ing provinces; Mr. Woodsworth’s socialist party, the 
Co-operative Commonwealth Federation, has maintained 
its national organisation; for the first time, in Manitoba, a 
Communist has been elected to a Canadian legislature. 
Mr. Stevens’ Reconstruction party alone of the new groups 
seems to have ceased its activities. All these recent mbve- 
ments, however, have left the Frcnch-Canadians tmtouched. 
Sheltered from English-Canadian thought by the barrier of 
language, educated apart in their Catholic schools and 
universities, they have sought for solutions of their 
difficulties in a way quite different from their Enghsh-fellow 
countrymen. Whereas falling wages and unemployment 
made the English-Canadian turn his thoughts to economic 
change, they caused the French-Canadian to turn to nation¬ 
alism. The political consequences are now beginning to 
make themselves felt. A new party, the Ufiion Natw/taU, is 
in power in Quebec, and there is on foot in the province a 
nationalist movement that in its more extreme manifesta¬ 
tions is vociferously secessionist. 

For the first five years of the depression there was little in 
Quebec provincial politics to indicate what direction the 
underlying movements of opinion would take. The mass 
of the population, trained to a Catholic view of life, were at 
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Rest ifidined to accept unanployment, lov/r wages and low 
prices xmK^ as they would accept a hard winter or a bad 
harvest. Pasitoral letters from the bishops urged patience 
and warned against the dangers of radical thought. The 
provincial Liberal party had been in office since 1897; 
under the leadership of Mr. Taschereau, who had b^ 
Premier since 1920, it had become so rooted in every 
comer of the province that it seemed inconceivable that it 
might be overthrown. When a certain Maurice Duplessis 
took over the leadership of the Conservative Opposition 
in 1933 he could control but 11 members in a house of 90. 
In the autumn of 1934, however, there emerged a new man 
and a new party. Paul Gouin, son of the former Premier 
Sir Lomer Gouin, gathered round him a group of younger 
Liberals dissatisfied with the Government’s do-nothing 
policy, and formed the Alliance Ubirale Rationale, It 
announced that it had two aims: the overthrow of the 
Taschereau regime, and the reconstruction of the economic 
and social life of the province in accordance with the needs 
of the French-Canadian masses. It met with success from 
the start. The discontented elements, particularly amongst 
the younger professional and business men, were looking 
for just such a rallying point, and flocked to the new 
standard. By an astute move Mr. Gouin made an agree¬ 
ment with Mr. Duplessis and the Conservatives just before 
the elections of 1935, so that all the anti-Government forces 
were united. WTien the results of that vote were made 
known it was found that Mr. Taschereau had but 48 seats 
against an Opposition of 42. For the first time in forty 
years, Quebec was on the march. 

Events from that moment moved quickly to a climax. 
The subsequent parliamentary session was hectic and brief. 
Mr. Duplessis, who remained as Opposition leader in the 
House, succeeded in unearthing a series of political scandals 
by the simple method of forcing the Public Accounts to 
account—something that apparently had not been done in 
Quebec for years, save in a formal manner. For persons 
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interested in the ethics of Notth American politics, the 
details make instructive reading. Mr. Taschereau was 
forced to resign, and in a last-minute effort to save his party 
he handed over the leadership to Mr. Godbout, one of the 
best of his younger Ministers. But repentance had come 
too late. New elections were held in August 1936, and not 
even a break between the two new leaders, which caused 
Mr. Gouin temporarily to retire from politics, could stem 
the flood. Mr. Duplessis, with a party re-named the 
Union Nationa/e after the split with Mr. Gouin, was returned 
with a majority of 76 to 14. 

Superficially the overthrow of the Liberal party may 
appear as the familiar collapse of a long-established Govern¬ 
ment which has had the bad fortune to meet an economic 
crisis. Actually, however, it is due in large part to the 
development of the nationalist spirit, which made the 
election an event of much deeper significance than a mere 
patty contest. The causes and nature of this new 
nationalism, and the forms that it is now taking, can only be 
understood when seen as part of the recent history of the 
relations between the French and English in Canada. 


II. Vision of Laurentia 

B efore Confederation the French-Canadians, having 
been conceded their religion and their civil law, struggled 
principally for three constitutional rights—responsible 
government, representation by population, and the recogni¬ 
tion of French as an official language. These were all 
accorded in the British North America Act, and a number 
of additional minority guarantees were added. Since that 
date the population of Quebec has had the fullest political 
liberty. The provincial power to control such matters as 
religion, education, property and civil rights has meant that 
the French-Canadian may determine his own development 
in the province in his own way. The English minority in 
Quebec never has more than four or five seats in the 
128 



VISION OF LAURENTIA 


legislatute, and has no guaranteed tight tfO any. Outside 
C^ebec the French minority has a right, varying somewhat 
in different provinces, to its separate Catholic schools, and 
the French language is official for proceedings in the 
Dominion Parliament and in Dominion courts. Two 
judges out of six in the Canadian Supreme Court are always 
French, and Quebec is guaranteed a certain representation 
in the Dominion Senate and House of Commons. As the 
French-Canadians grow in number in the other provinces 
(there ate now some 700,000 in the rest of Canada) their 
influence naturally increases. It is next to impossible to-day 
for any Canadian Government to carry through a policy 
to which the French-Canadians are unitedly opposed. For 
these various reasons the Confederation agreement has 
always been considered by the bulk of Canadians as having 
placed minority rights on a secure and ample foundation. 
Such racial conflicts as have arisen have never seriously 
threatened the bases of Confederation. Sir Wilfrid Laurier 
as premier of Canada symbolised the conception of a 
broad Canadian nationalism unified in political expression 
but based on a duality of race and culture. 

While the bulk of French-Canada accepted this idea, 
there has long been a minority in Quebec that has pushed 
the claims of nationalism much farther. Canada’s partici¬ 
pation in the South African war stirred Henri Bourassa in 
1900 to form the NafionaJ/sU. The League attacked 
the concept of a closely united Empire, opposed British 
immigration to Canada, and sought a greater control over 
the English commercial corporations in Quebec, but did 
not advocate secession. In 1911 no less than z j Nationalists 
were elected to the federal House of Commons. This 
movement subsided, to revive in a new form through the 
stimulus of Canada’s entrance into the world war. Seldom 
has racial feeling run,higher in Canada than during the 
attempt to enforce the Conscription Act of 1917 in Quebec; 
for the French-Canadian had not sufficient love for the 
England that had conquered him, or the France that had 
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tutned anti<lecical» to feel that thek qoanxls in Euic^ 
were his concern. In that year Mr. Francoeur introduce 
into the Legislative Assembly a resolution to the effect that 
Quebec would accept the breaking of the Confedetatiem 
pact if the other provinces felt she was a hindrance to the 
development of Canada. Though withdrawn without a 
vote, the motion crystallised an attitude. From that 
moment secession became openly a part of nationalist 
thinking. In the same year a new organisation with a 
newspaper, the Action Franfaise, was founded to carry on 
educational work along nationalist lines; from its activities 
have come the bilingual postage stamps and currency in 
Canada, the celebration of St. John the Baptist’s day as a 
provincial holiday, and the growth of a number of French 
patriotic societies and youth movements. Its guiding 
spirit was the Abbd Lionel Groubc, who is still the most 
powerful influence amongst the nationalists to-day. 
Writing in 1922, one member of this group. Father Ville- 
neuve, now Cardinal Villcneuve, said : 

We are not hurrying toward separation. We watch it coming, 
for it is coming toward us. . . . That a French Catholic state 
can during this century arise in the St. Lawrence Valley is no 
longer in the minds of many a pure Utopia but an ideal worthy 
of ambition. 

These words have become the semi-official text on which 
the present secessionist movement bases its propaganda. 

During the eta of post-war prosperity the nationalists 
ceased their talk of separation and concentrated on the 
lesser issues. They coined the term rejraneisatim, to indi¬ 
cate the constant fight for the elimination from French- 
Canadian culture, institutions and language of every element 
of English or American origin. Their influence pene¬ 
trated into many quarters, though their actual numbers 
were not great. Then came the economic depression. 
Nationalism received a fresh stimulus, this rime mnrb 
greater than that given by the South African war or the 
world war. Not only was there renewed talk of war in 
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wiiidi enabled the leadets to evo^ the isolationist ' 
seotitnent in the population in anticipation of anothet 
conflict in which tlKj might be called on to take part. 
Ihefc were in addition two new circumstances to add fuel 
to the nationalist fire. One was the growth of communism, 
which, though it has little strength in Quebec, has a small 
but active following in Ontario and the West. Nationalism 
is seen by the Quebec authorities, both lay and clerical, as a 
useful counteracting force to the threatening danger from 
communist propaganda. The other stimulant was the 
fact that the natural resources and wealth of the province of 
Quebec, the water-power, forests, mines, large industries 
and financial institutions, had come to be almost entirely 
owned and controlled by English-Canadian and American 
capital. French-Canadians provide the cheap labour while 
the EngUsh and Americans r«ip the large profits—and how 
low those wages are the recent governmental enquiries have 
startlingly shown. The importance of this economic 
control was but dimly perceived tmtil the depression taught 
the public to examine the economic system under which 
they live. 

It is this question of English economic domination that 
gives the nationalist movement in Quebec its particular 
form and strength at the present time. In the English 
parts of Canada the growing popular suspicion and dislike 
of the big trusts and monopolies that exploit so much of the 
country’s financial and industrial life have given rise to the 
new radical parties. In French-Canada the same dislike 
has become allied with the nationalist sentiment. The 
principal complaint agamst1:heTaschereau rdgime was that 
it was in hand and glove with the English trusts in Quebec. 
Rtfnmeisation in economic terms means recapturing for 
French-Canada the control of the sources of wealth that 
arc now in non-French hands. It means a steady policy of 
lifting the Frcnch-Canadian out of his inferior position as 
hewer of wood and drawer of water for his English masters. 
As the French have little capital, this can only be done 
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thr<Migh political action. The power of the state, it is 
supposed, will be used to curb and eventually to destroy the 
stranglehold of foreign finance. There are elenoents here 
of socialism, but it will be the right-wing socialism of a 
Mussolini rather than the complete socialism of a Stalin. 
Italian fascism has had a considerable influence on the 
t hinking in Quebec, and every nationalist is a believer in 
some form of the corporative state. 

There are thus a number of strands that make up the new 
French-Canadian nationalism. Its general programme may 
be summed up in the words “ Quebec for the French- 
Canadians, both economically and politically ”. This 
programme is to be achieved, to use Abb^ Groulx’s words, 
“ within Confederation if possible, outside if impossible ”. 
Even if this policy may involve the abandonment of the 
French minorities outside Quebec, the price is one that 
nuny ate willing to pay. The Abb6 put the case in simple 
form when he recently told the Coriff-h des Jemesses Patriotes 
that “ Quand on ne peut tout sauver, on sauve ce que I’on 
pent. Et tien ne servirait de p^rir tons ensemble sous 
pr^tcxtc de s’entraider ”. 

Necessarily the achievement of a French Catholic state 
will mean a radical change in the English position in Quebec. 
A wave of anti-English feeling is steadily mounting, and 
along with attacks on the English have gone some «ven 
more virulent forms of anti-semitism. The Jewish popula¬ 
tion in Montreal is just sufficiently large to give occasion for 
violent outbreaks of the fascist type, a number of which 
have already occurred. The nationalist movement is also 
anti-democratic, for it has been taught to see in parliamentary 
democracy not only an English institution but also a party 
system that sets French-Canadian against French-Canadian. 
It is becoming aggressively opposed to the toleration of any 
radical speech or activity, however mild. It is a strongly 
Catholic movement, most of the parish priests and man y of 
the religious orders, particularly the Jesuits, being its chief 
supporters. At the opening of the new legislature last 
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October Cardinal Villcneuvc was provided with a special 
throne in the Council Chamber, to symbolise his equality 
with the representative of the Crown; the Anglican bishop 
was merely in attendance. In regard to foreign affairs the 
nationalists are complete isolationists, even those who do 
not advocate secession being ardent advocates of a policy of 
neutrality for Canada vis-A-vis both the League and the 
Commonwealth. On domestic issues they stand for a 
policy of decentralisation, and oppose all suggestions of 
amending the British North America Act or of strengthening 
federal powers in any way. 


III. Separatism and Isolationism 

A ny attempt to estimate the strength of the nationalist 
forces at the present time is difficult for an English- 
Canadian to undertake. Obviously different parts of the 
programme receive different degrees of support. The 
out-and-out separatists are a small minority even of those 
who may be called nationalists. Their principal organ is 
La Nation of Quebec, edited by Paul Bouchard, an ex- 
Rhodes Scholar, but a number of other newspapers openly 
preach secession. “ Laurentia ” has already been chosen 
as the name of the new state. The “ long-term ” separatists 
who look for ultimate independence but for the moment 
are content to work within Confederation are a much 
larger number. Before the provincial elections of last 
August several candidates spoke of separatism as an ulti¬ 
mate ideal, but only one. Rend Chalout, included the plank 
in his immediate platform. Since the elections, now that 
the task of defeating the Liberals is complete, the more 
responsible leaders have been attempting to hold the 
extreme nationalists in check; Mr. Duplessis has appealed 
to his followers to respect the tradition of racial toleration, 
while Mr. Gouin and even the Abbd Groulx have recently 
urged that the French-Canadians must prepare themselves 
by study and education before they can hope to occupy the 
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position that is rightfully theirs. The inoveniatf £ot 
economic emancipation from the dominatkm of EogMi 
capital is undoubtedly extremely widespread and will have 
important repercussions in the near future. The point on 
which there is the maximum agreement is the isolationist 
foreign policy; Canada could not take part in another 
European conflict at the moment without incurring the 
serious danger of a civil war. 

The immediate economic consequences of Quebec 
nationalism will probably take the form of an attempt to 
control more closely certain of the large corporations in the 
province. The electric power companies are likely to be 
the first to be dealt with. A new Electricity Commission 
is in existence with wide powers of investigation and con¬ 
trol, and there is strong sentiment in favour of municipal 
ownership of stations. The chief proponent of public 
ownership of electric power. Dr. Hamel of Quebec, was 
excluded from the Duplessis Cabinet, but he has a large 
following in the party and may yet force the hands of his 
chief. The chain stores are also under suspicion; for, 
besides the fact that they are not French in ownership, the 
nationalists dislike large-scale organisations and lean toward 
petty industry and independent retail merchandising. In 
anticipation of new taxes the biggest oil companies have 
already abandoned the retail field and have handed over 
their filling stations to independent operators. Co-opera¬ 
tive agricultural associations are favoured by the nation^sts, 
but the genuine co-operative spirit may well find itself 
handicapped by too much state interference. 

Independent of legislative action there is growing up a 
movement for the aebat cbe^ nous, designed to TnaVe the 
French-Canadians confine their purchases to their own 
stores. There is also a steady demand that more 
French-Canadians should be employed in the big En glish 
companies and in the Dominion civil services. But it is 
difficult to sec that economic rejrancisatum can go far nnl«»sc 
the Quebec legislature is willing to embark upon public 
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on a large scale, and it is safe predict that this ’ 
Trill not Occur, since the Church will oppose any direct 
attack on the principle of private property, dislikk^ as it 
would the confiscation of investments of which it holds 
itself no inconsiderable share. Certainly the talk of 
aeating a “ corporative state ”, in which many nationalists 
profess to see their salvation, is unlikely to achifve anything 
save the destruction of democracy. 

From the wider point of view of Dominion politics the 
nationalist movement in Quebec is of the greatest import¬ 
ance. Canada’s allegiance to the principle of collective 
security, and still more her participation in any schemes of 
imperial defence, are rendered that much more diflScult. 
Mr. MacKenaie King’s non-committal speech at the last 
League Assembly was received with great approval in the 
province that supplied him with 54 French Liberals in the 
last federal elections. French-Canadian opinion supported 
Italy throughout the Abyssinian incident, just as it 
sympathises with the Spanish rebels to-day. Any plan to 
bring in new immigrants to Canada will meet extreme 
opposition from nationalists who sec in the French birth¬ 
rate a promise of future domination in the Dominion. 
Amendments to the British North America Act will be 
bitterly fought; if the Privy Council does not uphold Mr. 
Bennett’s legislation on the present references from the 
Canadian Supreme Court, the outlook for a national system 
of industrial regulation is poor. Finally it is quite possible 
that the old party alignments will be abandoned in Quebec, 
and that the Union National will enter federal politics. 
It is the expressed desire of the nationalists that French- 
CAnadi an s should not be divided amongst themselves but 
should present a united front to the rest of Canada. 

To direct the existing feeling in Quebec into constructive 
channels will require wise statesmanship from the leaders 
of both races. Unfortunately there is little evidence of 
such leadership on either side at the moment. French- 
Canadian liberalism, in the best sense of that word, is 
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ten^ratily crushed. The voice of the extremist is most 
frequently heard. Until the clergy arc willing to improve 
the education they give the people, Frcnch-Canadians can 
never hope to possess the technical skill and experience 
required by modem industry and finance. Yet all attempts 
to liberalise the education policy of the Catholic School 
Commission^ meet with stern opposition from the Church. 
English-Canadian opinion on its side is only now beginning 
to awake from the indifference with which it usually treats 
the movements of thought in Quebec. The English 
commercial interests, by opposing much needed social 
legislation, have added to the subjection of the workers and 
stimulated the very spirit from which they will be the first 
to suffer. Undoubtedly a prolonged revival of prosperity 
would ease the present situation, but the momentum already 
acquired will carry the nationalist movement far before it 
declines. 

Canada, 

October 1936. 
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I. South African Contacts 

O NE of the chief incidents of the past months has been 
the visit of the South African Delegation to India. 
This has been described as a “ Goodwill Delegation,” and 
it came with no specific problems to discuss or settle. 
Primarily its purpose was to give a representative section 
of South African public men and officials some insight into 
the nature and circumstances of the great country which 
at one remove provides South Africa with one of its most 
difficult problems. The deputation comprised representa¬ 
tives of the chief South African political parties and a 
number of officials, particularly those connected with 
Indian immigration matters. Their strenuous tour took 
them practically only to provincial headquarters, although 
two Indian States were also visited. It is one of the 
difficulties of such tours that, since one large city is not 
very unlike another, real variety is apt to be masked, and 
change of scene, when obtained by dint of 1,000-mile 
railway journeys, to vanish in a tepid monotony. 

It has been generally realised that the visitwas a good step, 
and practically all shades of Indian opinion have united in 
welcoming the Delegation. The leader of the Congress 
party in the Assembly held a reception for them, and 
members of the party accepted invitations to semi-public 
functions in their honour. The speeches of the leader of 
the Delegation have been generally praised, and Mr. 
J. H. Hofmeyr may be said to have added to his stature both 
as a statesman and as an orator by his visit to India. His 
position was not easy; there have been and are too many 
points of difference between India and South Africa to 
make it anything but delicate, while the wide range of 
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viewpoints within his own Delegation must at tunes lui^ 
complicated his task. He acquitted himsdlf admitahfy, 
and succeeded to an unusu^ degtce in combining 
tact and frankness, a combination difficult to achieve but 
singularly refreshing when achieved. He made skilful use 
of the parallels between the two countries as weU as the 
differences, for example that he, like Indian politicians, 
was making his Speeches in a language not his mother- 
tongue, and that a substantial portion of present South 
African legislators or office-holders had seen the inside of 
gaol or been actual rebels. 

South Africa is new and remote; India is ancient and 
near the hub of the modem world, a hub that could be said 
to be moving steadily eastward from its former location in 
Europe. Both countries are self-conscious, but the self- 
consciousness of lusty youth is different from that of ancient 
dignity. “ What do they know of India who only Africa 
know ? ” There is a feeling in India that the South 
Africans are too ready to conclude that India is, as it were, a 
coolie country. If so, this visit must have helped con¬ 
siderably to change that outlook. One suspects that the 
features which the Delegation on their return will find most 
prominent in their recollection will be not so much the 
dimensions of the country—after ail South Africa is a 
country that thinks in distances—nor even its diversity, 
for South Africa has as intimate a consciousness of diversity 
as any other country in the world, but the density of its 
population, the magnificence of its scenery, and the 
trying nature of its climate in the between-monsoon period 
—over a great part of the country the most impleasant time 
of the year. They will have an impression, too, of the 
age and power of the Indian civilisation, and may realise 
better that the I n dia n s in South Africa, though in perhaps 
an inarticulate way, do represent somet hing in the culture 
of the world. 

The Delegation came to build up ties of understanding 
and to observe, aind anyone who has the interests of both 
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flt beatt must hope devoutly ttue obscfva- < 
tk»i was ffiOt boded undef hospitality; for in nattets of the 
isott eteti!>ally at issue between South Afdca and India 
mutual knowledge is a gteat, if not the only solvent. 
India will always respond to a “ gentleman’s agreement.” 
It is precisely because in the past she feels she has not 
been treated as a gendeman that she has resented the South 
i\fdcan position. 

Indo-South African relations offer an example of a class 
of problem that is bovind to grow more acute; for in essence 
it is the same as that presented by the contrast between, say, 
Australian emptiness and Japanese surplus. The Indian 
is a better colonist than the Japanese; for like the English¬ 
man, or at least like the ^glishman of former decades, 
he takes his own world with him and sets it down in his 
new surroundings. In that translated world he is content 
to live and work without pining imduly for the land he left 
behind him. He is, in addition, frugal. His homeland is 
undoubtedly crowded, and Dominion India of the near 
future will question increasingly the exclusion of Indian 
emigrants from countries suitable for them. In one way or 
anodier, this problem is presenting itself all over the 
eastern and southern seas, not only, although predomin¬ 
antly, in parts of the Commonwealth. It is almost a 
chronic sore in Africa, it is coming into prominence in 
Ceylon and Malaya, it is perennial in Fiji, and recently it 
cropped up in a limited form in French Indo-China. 
India offers an enormous market, one of the best in the 
world, and the signs of the future are that access to this 
market will tend to be governed by the treatment accorded 
to Indians in other countries. 

n. The Vicerot’s Address 

H IS Excellency gave his first address to both Houses 
of the Indian Legislature on September 21,1936. The 
Cor^ress party absented themselves en bloc. It might be 
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hazafded that not all Qingtessmen approved of this 
abstention; some indeed were rather ashamed of it. The 
action is significant in two ways, as illustrating, first, the 
discipline which the Congress have been able to work up 
in their legislative representatives, and, secondly, the 
determination of the guiding spirits behind the Congress 
to widen the gulf between them and the Government in 
India, or, perhaps one might better say, to prevent any 
narrowing of that gulf. 

The speech itself took a different line from most of those 
made on similar occasions in the past, in that it was less a 
catalogue of achievements than a general reflection on the 
position of India to-day and the main problems impending. 
I am taMne all possible steps to expedite the investigation and 
di^osal of those problems {i.e. bearing on the inauguration of 
federation). . . . The question is receiving day by day my own 
close personal attention. 

A pregnant reflection that might well awake echoes 
elsewhere was: 

I am moved on occasions to ask myself . . . whether we are not 
in some danger of finding ourselves so engrossed in the multi¬ 
farious details of the plan as to lose sight of the essential outlines 
of the structure and, at times, even of the splendid vision that 
has moved and inspired its inception. In truth the moment 
has come for a due appraisement of the fabric as a whole. 

The Viceroy went on to compare the position in> India 
with the “ dark and ominous background of contemporary 
world events ”. In Europe dictatorships were arising on 
all hands and civil war was rending an ancient and proud 
country. The world in one way or another was witnessing 
the “ recmdescence of the rule of force ”. India was 
attempting to extend the realm of the rule of persuasion, 
and, whether this great effort were to fail or not, it would be 
to Great Britain’s abiding credit that it was attempted. 

Commenting on the formation or development of 
political parties in India, a point which has been dwelt 
on more than once before. Lord Linlithgow remarked that 
“ it was easy to overestimate the power of the party manager 
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to iofluetice the coutse of paxty evolutioca and to fall into 
capital error of forgetting that in these matters it is the 
electorate that shapes parties as well as policies Perhaps 
the wish here was father to the thought, India now a^ 
for a long time to come will continue to offer great scope for 
the party leader in the sense of a man who can touch 
imagination and hearts, and even for the mere spellbinder. 
Like all countries accustomed to authoritarian government, 
India likes leaders who can lead; her trouble is that too few 
such men appear. For electorates to shape parties in the 
real sense of the word, they must think as well as feel. If 
they only feel, then they are ripe for the leader who can 
play on them, and it is he rather than they who will do the 
shaping. The enlarged Indian electorates of the immedi¬ 
ate future are likely, if a real leader emerges, to offer him the 
following of every leader's dream, one that will not reason 
why but merely follow. 

Nothing could be more in the interests of India than the 
emergence of real patties; for the survival of democratic 
government at all could reasonably be held to depend on 
the survival of a party system. It is one of the chief argu¬ 
ments for political reforms in India that they may enable 
such a system to develop before it is too late. Possibly 
some such feeling is behind the urge for an early achieve¬ 
ment of federated India; but the first effect of the changes 
can hardly fail to be to offer great opportunities to in¬ 
dividuals who have the power of moving an uncritical 
mass. 

Comments on" the Viceroy’s address to the Legislature 
were united in adrriitting the sincerity of the speech but 
divided on its implicit approval of the new constitutional 
scheme. One paper even compared the present regime 
with that of Curzon, and found, strangely enough, a real 
concern for Indian as opposed to Imperial interests to be a 
characteristic of the earlier regime rather than of the 
later. Tliere is something in this criticism, but in a way 
the deprecated change is a reflection of a shrinking world. 
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Tbe .naHrkfnn of tlie new constitution ptomirted bjr Ifis 
Bzceilen(y*8 speech offet nothing diat has not been 
tetaiied at length, and fcequently, in the last thtee yeats. 

III. Gjngrbss Developments 

A GOOD deal of interest attached to the manifesto 
adopted by the All-India Q>ngress Committee to¬ 
wards the end of August. It contained nothing new, 
however, unless a certain added emphasis on such points as 
the “ poverty-stricken masses of to-day are in the grip of 
abject poverty and destitution ”, or “ relief to the smaller 
peasantry by a substantial reduction of the agricultural 
rent and revenue now paid by them and exempting the 
uneconomic holdings from Ae payment of rent and 
revenue ”, can be taken as indicating the influence of the 
present President. The Congress “ offers that joint 
national front which comprises aJl classes and communities 
bound together by their desire to free India and end the 
exploitation of her people. . . .” This is quite true. It 
is at once the explanation and justification of the Congress 
that it has served as the vehicle for the urge to Indian 
autonomy or independence. Once a serious degree of 
autonomy or independence is reached, the Congress is 
likely to find matters—and itself—changed. 

The object of entry into the legislatvures is declared to be 

not to co-operate in any way with the Act, but to combat it and 
seek the end of it ... to carry out . . . the Congress policy 
of the rejection of the Act and resist British Tmpp. rialism - 

Thc manifesto declares that Congress realises that inde¬ 
pendence cannot be achieved through these legislatures, 
nor can problems of poverty and unemployment be 
effectively tackled by them. Undoubtedly, however, the 
Congress is well aware of the degree to which the future 
legislatures will be usable towards nationalist ends. True 
leaders do not lose sight of the feet that the central legis¬ 
latures of the future will be elected mainly by the provincial 
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bodies; tlras control of tbeceiitiallegisliifluj^s is a is£^ 
of ocmtrol in the provinces, and a single caucus may guide 
both ihe provincial and the federal outlook. The drive 
for a speedy realisation of federation heightens the import¬ 
ance of this aspect. 

The acceptance of office was postponed for decision 
“ after the elections ”, with the rider that in any event the 
Congress stood for the rejection of the Act. Tlie leaders 
are wise in adopting this attitude. It may be taken as 
reasonably certain that where the Congress secures a clear 
majority it will take office and use it to the utmost. It is 
unlikely to take office without a positive majority. Where 
it does not actually take office, it wiU function as a constant 
and intransigent Opposition, and we may quite possibly 
see Congress Ministries in one province more or less 
working the new Act while Congress Oppositions in 
another work against it. Such a spectacle need not arouse 
surprise or consternation. Political developments arc 
rarely instantaneous, and inconsistencies of this kind will 
really be illustrations of the passage from the freedom of 
criticism to the responsibilities of government, in fact 
towards the emergence of real parties. Their emergence 
is of great importance for the future of India and may 
decide the form its government will take. It is, however, a 
characteristic of human beings to be often unaware of 
developments in or around them, even of the most vital 
importance; thus a large section of the Indian political 
world have apparently no idea of the real nature of the 
changes they are witnessing or even assisting. 

As an indication of the differing opinions on this topic 
one may quote an interesting comment from the Hindu, 
the chief English nationalist paper in the South and perhaps 
the best in the country, which declares pointedly that the 
Congress by accepting oHice would be acting in conformity with 
the mown wishes of the electorate. ... If to-day there is a 
dispute in the Congress ranks on this matter, that is dm to the 
fears that the powers transferred to the electorate and its repre¬ 
sentatives will be merely illusory. It is up to the powers that 
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be to demonstrate that these fears are unfounded. It is equally 
the duty of the great national organisation . . . not to intmpose 
needless obstades in the G>ngress atmosphere of mutual 
toleration. 

The last phrase is significant and from it the paper goes on 
to deprecate the decision of the Congress party in the 
Assembly to absent themselves when the Viceroy addressed 
the Legislature. 

So deep have differences gone that leaders have expressed 
their differences publicly and categorically on the platform. 
Thus in a speech at Madras Pandit Nehru declared that 

so far as Congress is concerned, it is going to do everything to 
wreck, destroy and uproot the new, constitution. The forcing 
of the new constitution despite the unanimous disapproval of 
India will mean an invitation to revolt. It would be a fatal error 
for the Congress to accept office. That inevitably would involve 
co-operation with Biitisn imperialism. 

This is in piquant but significant contrast with the statement 
issued to the press by Mr. Satyamurti to the effect that for 
Congressmen not to accept office in the provinces, were 
they to get a majority, would be directly playing into the 
hands of British imperialism and its worst allies in the 
country, namely, communalists and reactionaries. “In 
saying this, I believe that I represent the vast majority of 
the Congress opinion in the province.” 

The contradiction is complete. The almost habitual 
over-emphasis of Congress statements makes caution in 
interpretation advisable, but it might be said with little 
hesitation that Mr. Satyamurti shows the greater apprecia¬ 
tion of realities. The Pandit is to a large extent in the 
hands of theory, a weakness that tends to become more 
pronounced. His rival, on the other hand, has his gaze 
fixed on the actual facts of government in the future, and, 
perhaps because of his experience in legislatures, he 
realises that whatever the doctrinaires may say the momen¬ 
tum of a going concern is difficult to arrest, and what 
should therefore be aimed at is to get behind thatmomentum 
in order to direct it. 



CONGRESS DEVELOPMENTS 

Thete has been a good deal of spepdation ovet the 
succession to Jawahar Nehru as President of the Con¬ 
gress. His short term ends with this year. Suggestions, 
sponsored it is said by Mr. Gandhi, have been made in 
favour of a three-year tenure for Presidents, beginning 
with the Pandit. These met with strong opposition from 
various quarters. Congress on the whole is still attached 
to its yearly succession of Presidents, and perhaps uncon¬ 
sciously subscribes to Rousseau’s dictum that the only 
moment of freedom is when the voter is recording his vote. 
Those who have observed Congress at work and the 
markedly authoritarian tinge its leaders so readily assume, 
particularly under the present regime, will wonder neither 
at the proposal for extension nor at the opposing reaction 
on the part of all in Congress who retain what might be 
termed the liberal outlook. These last, however, are a 
diminishing element both in numbers and in weight, 
and ate to be found mostly among the older men. There 
is a fascist urge observable in Congress—also a socialist 
urge. The most interesting political speculation of to-day 
is how the two will mingle. 

Presuming a fresh election, a strong candidate will 
probably be Abdul Ghafat Khan. It is said that he can 
command large socialist support because of his opposition 
to entry into office. There is no doubt that his election 
wiU be popular and appreciated, and if he chooses to run it 
seems certain that he will be elected. The fact that he is a 
Moslem is much in his favour; for Congress, a pre¬ 
dominantly Hindu body, is keenly alive to the advantage 
of emphasising its Moslem appeal. 

The socialist objection to acceptance of office is probably 
based on a fear that the Congress party in provincial office 
would be Amurath succeeding Amurath. When the 
franchise is still further widened and the growing industrial 
proletariat in India commands its block of votes, this 
attitude will probably be found to have weakened. Such a 
weakening can already be detected in Bengal, but the 
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|nDoldl»ljties Ate dmt sockiists* diitrust of A patty -iSikf 
still regard as a propertied, essentially bourgecw organisar. 
tion will continue at any rate till suspicions or fears iutve 
been tested by events. 

IV. Preparing for the Elections 

“ dogs bark but the caravan moves on.” There 

J. is a constant yapping about the acceptance of office, 
but the Congress goes steadily ahead with its electoral 
preparations. Once again it is the South that leads in 
political acumen and preparation; in both the southern 
Presidencies the Congress electoral organisation has reached 
a high standard. A foretaste of this was given in the last 
Assembly elections in Madras, when the Justice party were 
not only defeated but touted. Bombay has taken a leaf out of 
the Madras book, and local committees cover every electoral 
area. They follow the practice in England, where parties 
take steps to put newcomers or others on the rolls, and few 
will escape the Congress net if the present pressure 
continues. 

The latest Bombay indications of an electorate much 
in excess of expectations show how well the work has 
been done. The number of women brought on to the 
roll is particularly impressive, and the New India may well 
reflect to a greater extent than was anticipated—or than is 
welcome—the influence and ideas of the more extreme sex. 

Apart from the actual more or less mechanical matter of 
getting names, the Bombay provincial committees have 
been asked to survey their territory constituency by 
constituency, report on the temper of the people, discuss 
the chances of Congress success in respect of each seat, 
and draw up an exhaustive general report of the election 
prospects. This soimds almost excessively ambitious, but 
it shows the correct political perspective. The idea is, 
after weighing up the characteristics of the constituency or 
the electorate, to choose the candidate best suited for it. 
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^IpeQoaality and bluff axe indicated* an endeavouSi 
be idadelo supply them. In &ct a X(^ political caucus 
is In pcbcess of fotmation. Dt. Subbaxayan, a fotmet 
Itfhmtex of Madtas and now one of its Congtess leadets, is 
of the opinion that the Congtess will secute a majothy 
in five provinces, including the two southern j^tesidencies 
and the Central Provinces. His prediction is probably 
correct as regards Madras and the Central Provinces, 
possibly also as regards Bombay. 

The whole point about the acceptance of office issue is 
that it will fall, when the time comes, like a ripe fruit. 
Some of the unceasing controversy is in the nature of a 
smoke screen to conceal a timely withdrawal from a former 
position. It may even be that the chief protagonists have 
actually been put up for the purpose. It is impossible to 
believe that after all the intensive electoral work to capture 
the legislatures the logical corollary of office acceptance will 
not ensue. Men who can refuse power are indeed rare, 
and although the Congtess may, and indeed does, contain 
one or two, it does not contain any more than an average 
body of men—certainly not enough to prevent the con¬ 
stitution’s being taken and worked. 

It is important to realise, however, that working the 
constitution does not necessarily, or indeed at all, imply 
working it on British lines or on accepted lines. It is 
practically certain that the constitution will be worked, but 
it is equally certain that a determined attempt will be made 
to work it on purely Indian lines, which may be as dis¬ 
pleasing as they are surprising to its British originators. 

The approach of the elections has inevitably brought 
forward the famous Poona Pact from the region of theory 
to one of fact. The difficulties inherent in its complicated 
procedure are realisable to some extent merely from perusal, 
but its actual efficacy, or, as the cynics would say, the extent 
to which it will disappoint the hopes of its framers, can 
only be determined by the actual test of elections. No 
paper scheme can give life; at the mpst it can only direct 
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or possibly constrain; it is precisely the problem of die 
depressed classes that politically speaking they have not 
yet become alive. Their unity has never, as a political 
fact, been notably stable or even achieved, and for all the 
great efforts of Dr. Ambedkar and others this section of the 
population is dumb and to a large degree uninterested in 
the theories of its so-called leaders. 

One should understand the peculiar connotation of the 
word “ leader ” in this country. It is not necessary to 
have a following before you become a leader; in fact 
there have been movements in India which consisted entirely 
of leaders. In a country of developing political conscious¬ 
ness, this is not unnatural, for every movement starts 
from a single brain, will and purpose. In the West, 
however, we expect to see develop behind the leader a 
more or less coherent and disciplined mass. The depressed 
classes in India so far show no signs of such cohesion. 
Already in Bombay these classes are split into three groups 
among themselves, and when the elections come the chances 
are that many if not most of them will vote on lines not 
laid down by the interests of their class as interpreted by 
their leaders. In fact, they are ready and ripe to be 
plucked by the spellbinder or a diligent and persuasive 
caucus. 

V. Federation Ahead ? 

T he tempo quickens as theelections approach. By March 
all the provincial elections will be over, the constitution 
of the new Houses will be known, the acceptance of office 
issue will be settled and Ministries either appointed or 
foreshadowed. Thovjgh provincial autonomy takes the 
forefront of the stage, the quickening tempo has affected 
also Part II of the Act, and we are witnessing the beginnings 
of a federation drive. The intention is that special officers 
will visit the various States in order to discuss the points of 
difficulty or difference and so accelerate decisions regarding 
entry. There will be hesitations and even regrets, but the 
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detadied dbsenret can have only one conclusion, namdy, 
that the number of State units in India that could, if th^ 
wanted to, remain outside the federation orbit is small. 
On the other hand, if this number stood outside, the 
multitude of lesser States could do so also. It is this 
circumstance that lends special importance to the attitude 
of such States as Hyderabad, Mysore and Travancore. The 
premier Indian State has for long attacked the federation 
problem with diligence, thoroughness and skill, and has not 
hesitated to enlist the most expert legal and other aid from 
the United Kingdom as well as India. The omens are that 
it will federate, and the others of the major group also. 
That being so, it may be taken as certain that federation 
will come. April i, 1938, may prove on the optimistic 
side as the commencing date, but is not impossible. A year 
later seems more likely. 

India, 

October aa, 1936. 
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1 . The By-Elections and After 

T hose who bcUcved that the sweeping victory of the 
Lord Mayor, Alderman Byrne, in the Dublin municipal 
elections last June * indicated that Mr. de Valera’s power 
and popularity were on the wane have been sadly dis¬ 
illusioned. The two by-elections that took place in 
August in Galway and Wexford prove conclusively that 
he is still the political leader of the Irish Free State and 
that his seat in the saddle is firmer than ever. In both 
constituencies the United Ireland (or Gisgrave) party 
appealed to the clan feeling, so strong in Irish politics, by 
choosing as candidates dose but non-resident relatives of 
the deceased deputies, and these were opposed by local 
Fianna Fail politicians. In Galway the United Ireland 
candidate was Professor James Hogan, professor of history 
at Cork University College and a broker of Mr. Patrick 
Hogan, Minister for Agriculture in the Cosgrave Govern¬ 
ment, whose untimely acddental death had caused the 
vacancy.! Professor Hogan is a man of great ability and 
charm with a splendid record of national service, and a 
scholar of considerable achievement. Both in the Anglo- 
Irish conflict and in the subsequent civil war he played a 
conspicuous part. It was his courageous action in August 
1934 that led to the resignation of General O’Du^ from 
the leadership of the United Ireland party.J But, like 
many academic people, his interest lies rather in the theory 
than in the practice of politics, and he lacks his late brother’s 
realistic grasp of afisurs, 

• See The Round Table, No. 104, September 1956, p. 788, 789. 
t See The Round Table, No. 104, September 1956, p. 790. 
t See The Round Table, No. 97, December 19 j4, p. 159. 
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Soon aRet the statt of the election cai^c^gn it becamei 
dear that he bad his own views as to the futuie policf 
of the United Itdand patty, and that he intended to tty 
to odtbid Mr. de Valeta for Republican suppoit. In 
an interview, which appeared in the Irish papers on August 
7, he declared that Ireland had outgrown the Treaty of 
1941, which was merely the jumping-off ground from 
which we should reach a competely independent and 
united Ireland. He objected to the dedaration of a 
republic for the Free State alone, on the ground that it 
would postpone, if it did not make impossible, the realisa¬ 
tion of an all-Ireland republic. Partition, he said, was 
maintained by Great Britain against the spirit, if not 
against the letter, of the Treaty. He then suggested as 
an immediate solution that the British Government, whilst 
allowing Northern Irdand to retain her existing autonomy, 
should hand over the reserved services and powers to the 
Free State. The rest, he said, would follow in its own 
good time. He cohduded by suggesting that the Efritish 
political system was wide enough to contain an Irish 
republic. 

Whatever one’s views as to the political wisdom of this 
dedaration, it seems dear that, if made at all, it should 
only have been made as a statement of party policy by Mr. 
Gjsgrave himself. The effect on the ordinary voter could 
only be confusing, because if he agreed with Professor 
Hogan’s views it would be better for him to vote for 
Mr. de Valera’s candidate, Mr. Niland, who could put 
them into practice mote effectivdy, and if he disagreed 
with them he could not vote at all. Nor was the position 
darified by Professor Hogan’s further dedaration on the 
eve of the poll that he was prepared to co-operate with the 
Fiantia Fail party against “the andent enemy England” 
in the cause of Irish unity, a declaration which Mr. de 
Valera caustically welcomed as a sign of repentance. 

Mr. Cosgrave himself, speaking on July 26 at the party 
convention that selected Professor Hpgan, said that a new 
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constitution, no matter how framed, could not remedy 
the partition of the country, any more than it could be 
renamed by verbal broadsides delivered by veteran warriors 
comfortably ensconced in Free State armchairs, a reference 
that might well have been applied to his own candidate. 
Mr. de Valera’s constitution-mongering policy, he said, 
was framed for one purpose only—to divert the opinion 
of the electors from the real issues affecting the people. 
Mr. de Valera, on the other hand, said at the opening of 
the election that, if the result indicated that the people 
wanted a change of Government, then it would be necessary 
for the Government to have a general election and let 
them choose. They proposed, he said, to give the country 
a constitution regulating all the machinery of its internal 
government, of such a character that if at any time it wanted 
to declare a republic there would be no necessity to change 
a single line. 

Speaking later at Wexford on August 14, he said that 
the Government’s aim was complete freedom in this 
country, not for a part of it but for the whole island, and 
this aim was best expressed by the term republic. There 
was, he added, a section in the North who were not pre¬ 
pared at present to come into an all-Ireland parliament, 
no matter what its relations with Great Britain might be. 
They could not reach their goal unless some method-could 
be found by which they would be able to bring about the 
unity of the country and get a satisfactory relationship 
between themselves and Great Britain. In another speech 
at New Ross on August 14 he offered to set up an im¬ 
partial commission composed of a leading judge or con¬ 
stitutional lawyer, a professor or student of history, and 
some person qualified to examine documents, presided 
over if necessary by a bishop, to inquire into the events 
leading up to the signing of the Treaty and the outbreak 
of the civil war. To this offer Mr. Cosgrave replied by 
saying that the problems of to-day constituted for the 
people of this country a more important issue than the 
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events of fifteen yeats ago. He might .have added that 
the findings of such a commission, even if unanimous, 
vdiich would be very unlikely, would not altet or resolve 
the fundamental differences of approadi and mentality out 
of which the civil war arose. 

Mr. Sean T. O’Kelly, who is Minister for Local Govern¬ 
ment and Vice-President of the Executive Council, inno¬ 
cently contributed to the humour of the hustings by 
declaring that the Government were out to smash their 
way out of the British Empire. Mr. O’Kelly, who is not 
really as ferocious or dangerous as he sounds, does not 
yet seem to have heard of the Statute of Westminster, or, 
if he has, no doubt thinks that the electors of Galway 
have not. On the whole, however, both elections were 
fought in a spirit of good humour and courtesy creditable 
to all parties and of vital importance to our ordered 
political development. 

In Wexford the United Ireland party candidate was 
Captain J. Esmonde, a relative of Sir O. Esmonde, the 
deceased deputy, and the Fianna Fail candidate was Mr. D. 
Allen. In both Galway and Wexford the extreme Re¬ 
publican party ran candidates, in Galway the venerable 
Count Plunkett and in Wexford Mr. S. Hayes. In Wex¬ 
ford the Labour party also ran a candidate. The result 
in both elections was similar. At Galway Mr. de Valera’s 
candidate secured a majority of 14,022 votes over the 
combined poll of the other candidates, the Republican 
polling only 2,696 votes. The United Ireland party poll 
fell by a thousand votes as compared with the recent 
by-election in the same constituency. In Wexford the 
Fianna Fail candidate had a majority of 9^2 over the other 
three candidates combined, and a majority of 6,529 over 
the United Ireland party candidate. Here again the 
Republican candidate was at the bottom of the poll, with 
only 1,301 votes. 

Iq a message issued after the election Mr. de Valera 
said that no one could fail to appreciate the significance 
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of tihe xesults. Tlie GoTetnmefit (xrald &ce tibe 
that lay bdbte them in the coming yeat -with stout beasts, 
knowing that in thek effort to surmount the obstades in 
their path they would have the unwavering support of 
the great majority of the people. Was it too much to 
ask, he added, that the minority would now cease obstruc¬ 
tive tactics and bend their efforts to help the Government 
in the constructive work—^national, economic, social and 
cultural—on which they were engaged ? 

To which Mr. Cosgrave replied that the policy on which 
Fianna Fail won the Wexford and Galway elections con¬ 
tained, albeit fourteen years too late, a dear assertion of 
the right of the majority of Irish people to legislate for 
and govern the country. The political verdict for that 
prindple was one that should be welcomed by every 
section of the community. The policy of the Fianna Fail 
party, however, pretended to assert the desirability of 
continuing to the bitter end what they had described as 
“ the economic war ”, and of destroying the country’s 
membership of “ the G>mmonwealth of Nations In¬ 
asmuch as these two objectives, in his party’s opinion, 
meant the economic ruin of their people, the indefinite 
postponement of national unity, and the abandonment of 
real sovereignty and freedom for a united Ireland, they 
should continue resolutely to oppose them, in the convic¬ 
tion that eventually the Irish people would come to realise 
that in these matters the United Ireland party stood for 
the real national interest, as they stood for it when they 
insisted on the ultimate and essential necessity of vindicat¬ 
ing the right of majority rule. The policy of his party, he 
added, was a united Ireland as a free and independent 
nation in “ the Commonwealth of Nations ”, a national 
economy founded on a prosperous agricultural industry, 
operated so as to provide a profit not only for the farmers 
and labourers on the land, but indeed for the whole com¬ 
munity, and a healthy development of Irish industry, 
together with a growing international trade. On this 
XJ4 
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alone cotdd die standatd df livix^ laised aiul die 
flgekidixual ccHxitDUfuty ddiveted ficom the fiite of h wng 
peiniaivmdy teduoed to the levd of impovemhed peasants. 
It is pdliaps unfortunate that this statement of policy did 
not precede the by-elections, but it was certainly necessary 
after Professor Hogan’s republican excursions. 

It is interesting to note that Mr. de Valera’s speeches 
now invariably suggest that an all-Ireland republic, which 
is the only kind he wants, is something desirable rather 
than possible. In fact, speaking at the opening of the 
new Cork City Hall on September 8, he indicated, in spite 
of the rude interruptions of several Republican Amazons, 
that the revival of the Irish language was of more immediate 
importance than the establishment of a republic, a state¬ 
ment which caused a shrewd political observer present to 
comment that the language appeared to be taking the 
place of the republic. 

Be that as it may, the by-elections certainly demonstrate 
that Mr. de Valera’s personal ascendancy is still unchal¬ 
lenged, and that, as has been pointed out before in these 
columns,* he is now at the summit of his power. It is 
of course true, however, that the by-elections, being in 
each case for one seat only, were not fought under the 
ordinary system of proportional representation, and that 
therefore a general election might not show such decisive 
results. The only thing that could affect Mr. de Valera’s 
position is the danger of an increasing physical blindness, 
which both friends and opponents sincerely hope wUl not 
be realised. Without his leadership and strong romantic 
personal appeal, his party would soon cease to control the 
country; for they have no one to take his place. 

The secret of that appeal is not easy to determine. He 
is certainly not an inspiring speaker, his elocution is poor, 
and, apart from a very, distinctive personal appearance and 
a gracious manner, he has few of the attributes associated 
witii popular demagogues. The secret is more probably 
* See Thb Round Table, No. loa. Match 1936, p. 349. 
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to be fpund in his tomantic foreign origin, his revohrtion^ 
career, and the conviction of sincerity of purpose he 
undoubtedly conveys, like Gladstone, he takes an apos¬ 
tolic view of his political mission and is able to imprras 
it on others, but, like Gladstone also, he is thought by his 
opponents to be actuated by cunning hypocrisy and love 
of power rather than divine inspiration. His approach to 
political problems, it must be confessed, is ma^ematical 
rather than human. Moreover, he has few confidants and 
fewer advisers. He keeps himself aloof and somewhat 
remote from the rank and file of his followers, to whom 
he assumes the role of oracle rather than adviser, and some 
of whom he clearly, and perhaps naturally, rather tolerates 
than admires. To them he is known as the “ Chief”, a 
word that has deep roots and implications in Irish social 
and political history. But he realises quite well that his 
position is not that of a dictator, and that it must be based 
on affection rather than bayonets. 

The most valuable result of the by-elections is that they 
show that the people strongly approve of his tardy decision 
to deal firmly with the so-called Irish Republican Army, 
the militant wing of the extreme Republican organisation. 
In his last speech during the Galway election he said that 
he wanted to speak on something that was more important 
than any other issue, direct or indirect, at stake»in the 
election, the fundamental question whether they wanted 
ordered, peaceful conditions in the country or not. If 
they wanted these conditions, was there any sane person, 
he asked, who thought they could be realised if a group 
of individuals or a section of the co mmuni ty, without any 
authority except that which they arrogated to themselves, 
could equip and maintain armed forces with the avowed 
object of taking the field at a suiuble time against the test 
of the community—the majority of the people—^unless 
indeed the majority yielded to their will; and in the mean¬ 
time claimed the right to take the lives of their own mem¬ 
bers or other members of the co mmuni ty, whom they 
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deemed to be offending against their code? Bloodshed 
and anarchy would, he declared, be the inevitable outcome 
of tolerating such an organisation. He then referred to 
the “callous and cowardly murder” of A dmir al Somer¬ 
ville, and described a speech made by Miss Mary Mac- 
Swiney, the well-known Republican diehard, during the 
election campaign, as a condonation of and attempt to 
justify these crimes. Such condonation and justification 
must, he said, be an encouragement to those who planned 
and carried out those murders—encouragement to plan 
and commit more. 

Mr. Cosgrave’s comment on this speech was that it was 
the appeal of a fond parent to an erring child, because the 
men who shot Admiral Somerville were brought into 
existence by the policies pursued by the Fianna Fail party 
and its leader. But for that leader no blow would ever 
have been struck in Ireland against an Irish Government. 
But for his fostering care, his ambiguous speeches, his 
skilful appeals to national tradition, there would how be 
no arms in the hands of any body of Irishmen in the Free 
State save the army and police. And Miss MacSwiney 
herself, from another angle, was not slow to reply that 
every word she had said in Galway or elsewhere, in con¬ 
demnation of “ Mr. de Valera’s coercion to-day ”, could 
be paralleled from his own speeches in 1931, when he 
denounced the introduction of the Act he is now using 
himself against the I.R.A.—the Act that established the 
Military Tribunal and gave the police special powers to 
deal with political offences. 

She went on to warn him that if he tried to substitute 
“ Document Number Two ”, the compromise he suggested 
during the treaty discussion in 1922, for the Republic pro¬ 
claimed in 1916, then he was going the way of his pre¬ 
decessors, and their responsibility would be his also. His 
reputation as an Irishman would, she said, depend on his 
fidelity to, his oath to the Republic. It would be well, she 
added, for the British to note that no deal would be of 
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any lasc to them in wartime that purported to mamtliun 
here any status other than that of the Republic oflxdaiKi-^ 
outside the British Empire. Anything less would mean, in 
the future as in the past, that England’s difficulty would 
be Ireland’s opportunity to break every link. 

Mr. de Valera’s relations with the I.R.A. have not been 
sweetened by this controversy, but he has undoubtedly 
strengthened his position considerably with all sensible 
people. It does not seem just or generous for the Cos- 
grave party to taunt him, as some of them did during the 
elections, with using the Military Tribunal, which is their 
own creation and the only effective means of dealing with 
political criminals in this country. 

Further fuel was added to the Republican fire by the 
suicide of Sean Glynn, a delicate young member of the 
I.R.A., who was confined as a political prisoner in <he 
military prison at Arbour Hill, Dublin. The inquest was 
naturally used for propaganda purposes by the I.R.A., but 
Mr. Maurice Twomey, their leader, at present serving a 
sentence in this prison, had to admit, when giving evidence 
at the inquest, that, whilst the military officials administered 
the regulations firmly, they did no more than their duty. 
The coroner’s jury found that the deceased man was not 
a fit subject for solitary confinement. Subsequently the 
Government annoxmeed some relaxation of the regulations 
preventing intercourse between the prisoners. The 
National Association of old I.R.A. members, which has 
recently been organised to unite the various elements into 
which they were hitherto divided, has demanded an assur¬ 
ance from the Government that the recognised rights of 
political prisoners will in future be fully guaranteed. 

The publicly declared aims of this new organisation are 
to unite the I.R.A. veterans of the Anglo-Irish fight on 
the basis of the Republic proclaimed in 1916—^wlutever 
that may mean—and to safeguard their interests. At the 
first meeting a resolution was passed unanimously demand¬ 
ing that no public representative from the Free State should 
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^ CotoQfltion next yeftr. Subsequently Mt. ^ 
Vdea received a deputation from this association whkh 
pot fctfOrard for consideration by the Government a 
sdKme of assistance for old I.R.A. men suffering £tom 
unemployment or physical disability. Meanwhile, it may 
be noted that the Government has refused to ;participate 
in the proceedings of the special commission set up to 
make preparation for Dominion participation in the 
Coronation ceremony. 


11. The New Constitution 

A S the Dail has adjourned till November 4, and as the 
Bin for outlining the proposals for a new constitution 
is not likely to be introduced for some time after the Dail 
re-assemblcs, it is not possible at present to do more than 
anticipate its provisions. It is, however, clear from Mr. 
de Viera’s public pronouncements that the new constitu¬ 
tion win transform the Free State into a republic in every¬ 
thing but name. It may be gathered from his statements 
that the King will be entirely eliminated from the con¬ 
stitution, and that the new head of the state will be elected 
by the people and represent nobody but the people. The 
situation that will then arise will be virtually that con¬ 
templated by the famous Document Number Two, which 
Mr. de Valera proposed as a substitute for the Treaty 
of 19Z1, namely a Free State in association with the British 
Commonwealth but yielding no allegiance to the King. 
The powers and functions to be given to the new head of 
the state, who will no doubt be Mr. de Valera himself, 
have not been indicated. 

A constitution of this kind would undoubtedly be 
preferable to the present confused position, which leaves 
us without any proper head of the State and no national 
symbol except the flag. But it would still leave our rela¬ 
tionship with the British Commonwealth vague and 
undefned and might well lead to serious friction with 
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Great Britain. One of Mr. de Valera’s journalistic en¬ 
tourage^ Mr. Hugh Blackham, has recently suggested that 
adult suffrage in the Free Slate should be qualified by 
granting votes only to the head of each family according 
to the number of persons in the family. It is doubtful 
whether Mr. de Valera will adopt this sensible suggestion, 
for too much of his support comes from irresponsible 
elements to make it attractive; but it is obvious that 
our present system of unqualified adult suffrage is entirely 
unsuited to the social framework and necessities of our 
essentially patriarchal and agricultural society, and is 
responsible for many of our difficulties. 

The report of the commission set up to make recom¬ 
mendations in regard to the functions and constitution of 
an alternative chamber to the late Senate,* which has now 
been published, consists, as might have been expected from 
its composition, of a majority report, which is really only 
a series of majority decisions, three minority reports, and 
six notes by individual members. Publication of the 
report was due to the fact that Mr. de Valera’s paper. 
The Irish Press, secured and published a copy without the 
Government’s permission. The new second chamber, in 
the majority’s view, ought to have almost exaedy the same 
powers as those to which Mr. de Valera finally reduced its 
predecessor. They recommend that its power of delaying 
an ordinary Bill should not exceed three months, and that 
in respect of a money Bill its power, as formerly, should be 
limited to making recor3amendations. The only extension 
of power that they propose, and it is a valuable one, is the 
right to call for a referendum on any measure involving 
an amendment to the constitution. In their view the new 
chamber should consist of forty-five members over 35 
years of age, fifteen of whom should be nominated by 
the President of the Executive Council, and the remaining 
thirty elected according to a system that can only be 
described as fantastic. After each general election the new 
• See The Rounu Table, No. 104, September 1936, p. 785. 
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Dail should choose a nominating body^ which in turn 
should select a panel of candidates for the Senate, to be 
placed finally brfore an electoral college consisting of the 
candidates at the previous general election to the Dail 
voting on a sliding scale according to the support they 
received at the election. 

The main minority report, which is signed amongst 
others by three prominent professors of the National 
University and Mr. Frank MacDermot, T.D., maintains 
with considerable truth that the primary function of a 
second chamber is to safeguard the fundamental human 
rights of the people as well as the continued existence and 
peaceful development of democratic institutions against 
encroachments by the executive. They propose a second 
chamber of fifty members, ten chosen by the President of 
the Executive Council and the remainder elected by the 
Dail from four panels selected on a vocational basis by the 
Government, public bodies and the professions. They 
would extend its power of demanding a referendum,to all 
cases where the majority of the chamber believe that the 
passage of a Bill into law would raise some vital national 
issue not decided by the people. The Chief Justice, who 
was chairman of the commission, believing the exclusion 
of direct election would deprive the second chamber of all 
authority or claim to respect from the people, proposes, 
in a dissenting note, that one half of the second chamber 
should be elected by four constituencies coincident with 
the provinces of the Free State, by electors over thirty 
years of age; that voting should be compulsory, enforced 
by penalties, and that the tenure of office should be six 
years. 

It now remains for Mr. de Valera to meditate and act 
on the report. The fact that Mr. Gerald Boland, the 
Minister for Posts and Telegraphs, has been appointed 
Director of Elections by the Fianna Fail party indicates 
that Mr. de Valera’s meditations will not be protracted. 
Once the Constitution Bill has been introduced, the time 
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wiU be deaxly dpe fot a genetal decdoa. Fot ibis otdeal 
the United lieland patty is ill prepared. Its patty new»-, 
paper has ceased to appear^ its funds and morale are 
equally low, and its junior organisation, the League of 
Youth, better known as the Blueshirts, is hopclcsriy 
divided on questions of policy and control, as usually 
happens when a party of middle-aged politicians seeks to 
control rash and irresponsible youths. Qcarly the moment 
has arrived for Mr. de Valera to strike. 


in. Ireland and Spain 

T he terrible struggle in Spain has had definite reper¬ 
cussions in the Free State, where public opinion is 
strongly on the side of the insurgents. The outrages per¬ 
petrated against religion by the followers of the Spanish 
Government have caused much indignation both here and 
in Northern Ireland; for fundamentally, when the Pope is 
forgotten, there is no distinction between North and South 
in the strength of their attachment to the Christian faith. 
The Catholic Church in Ireland is naturally and properly 
alarmed at the possibility that Labour may become tainted 
by communist propaganda, and there are signs that this is 
possible. Irish Labour leaders are indeed in somewhat of 
a quandary; for the attitude of Labour in Great Britain, 
to whose unions so many Irish workers belong, and 
which supports the Spanish Government, is entirely at 
variance with the Irish belief that the insurgents stand for 
God and fatherland against atheism and communism. This 
situation has already led to friction with the English trade 
unions and will pro^bly lead to more. Our trade unionists 
naturally feel that the English unions have no right to 
use funds to which their Irish members have subscribed 
fot political purposes abroad of which those members 
strongly disapprove. 

The Irish Catholic hierarchy have ordered prayers for the 
persecuted Spanish Catholics and auiborised a special 
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dmxdi <»llectioii for theit tdief. It tpight be well fot 
tts also tb realise that the {^ght of the Spanish Catholics 
is largely due to lack of social policy and leadetship by 
those in authority, and to unchristian divisions among the 
political leaders of the people, who, although mostly 
Catholics, neglected to apply the teachings of their faith 
to political problems. Popular feding here has found 
expression in a new organisation called the Irish Christian 
Front, whose aims are to combat communist principles 
and propaganda at home, and abroad to supply medical 
aid to the insurgent forces in Spain. Already many public 
meetings have been held and large sums of money collected 
for this purpose. Medical supplies have in fact already 
been sent to Spain. 

Activity of another kind has been begun by General 
O’Dufiy, who has found a congenial occupation in organ¬ 
ising a body of two thousand Irishmen whom he proposes 
to lead into the Spanish milie at the earliest opportunity. 
The gallant general, whose energy is greater than his 
common sense, belongs to that rather dangerous category 
of second-rate men of action to whom thought is abhorrent. 
Having failed to achieve anything but senseless disturb¬ 
ance in Irish politics, he now turns to the Spanish civil 
war as a suitable arena for his activities, quite regardless 
of any possible international consequences. He has already 
visited and been welcomed at the camp of the insurgent 
generals and proposes to return to Spain soon with his 
battalions. The Free State Government have adhered to 
the non-intervention pact and have expressed theit desire 
to participate in any practical effort towards restoring peace 
in Spain. They are hardly likely to invoke the Foreign 
Enlistment Act against General O’Duffy and his merry 
men, as they probably realise that Spain is the most suitable 
place for our Irish Don Quixote. 
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IV. Economic Recovery 

A ll available indications prove that ripples from the 
slowly rising wave of world recovery have reached 
our shores. The trade returns for the twelve months 
ended September 1936 are the best for many years. The 
visible adverse trade balance shows a fall of £1,^00,000 as 
compared with the previous year. The greater part of this 
improvement is due to the better trade relations with 
Great Britain, which are the direct result of the coal-cattle 
pact.* The export of cattle and horses alone has increased 
during the first nine months of this year by more than 
£1,000,000. During this period we have imported from 
Great Britain and Northern Ireland goods to the value of 
5(^15,493,261 and exported to them goods valued at 
,(,'14,794,859. To other countries we have exported goods 
valued only at £1,^60,000, whilst we have imported from 
them goods valued at £12,800,000. The failure of the 
Government’s attempt to foster foreign trade at the 
expense of that with Great Britain is now obvious. Signs 
of returning sanity are to be discovered in their agreement 
with the Governments of Great Britain and the United 
States for a trans-Atlantic air service, the European start¬ 
ing place of which will be the mouth of the Shannon, and 
in their consequent refusal to permit the German air service 
to use Galway as a base for experimental flights. We 
cannot revolve in two different international orbits at 
the same time, and we must make our choice and stick 
to it. 

Our national expenditure is still exceeding revenue, but 
the present deficit is half what it was this time last year. 
Moreover tax receipts show a substantial improvement. 
The annual report of the Electricity Supply Board also 
shows a, further considerable increase in the sale of elec¬ 
tricity, and its income now exceeds expenditure by over 

* See The Round Table, No. 102, March 1936, pp. 336 et seq . 
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3(^300,000, after paying interest at five p^r cent, to the state 
on the capital outlay of £10,000,000. 

On the other hand, the census of population, just com¬ 
pleted, has given a nasty shock to those of our political 
economists who justified the Government’s tariff policy 
by the necessity for providing employment for our rapidly 
increasing population. The figures disclose the fact that 
since 1926 the population of the Free State has decreased 
by over 6,000; it now stands at 2,965,854. They prove 
. also that there is an increasing drift from the country to 
the towns—what our humorous journal, Dublin Opinion, 
aptly describes as “ rush in urbe ”—a drift that raises 
serious urban problems and proves that no effective remedy 
has yet been found for the evils of rural depopulation. 
The population of Dublin, for instance, has increased by 
82,000 in the last ten years, a number equal to the popu¬ 
lation of Cork, the second largest city in the Free State. 
One reason for the general decrease in population is, of 
course, our low birth rate, which is due not to the limita¬ 
tion of families but to late marriages, an alternative method 
of birth control. Between the ages of 20 and 24 no less 
than 96 per cent., and between the ages of 25 and 30 no 
less than 79 per cent., of our male population are single. 
This is a higher proportion than in any other country in 
Europe, 

The flight to the towns is, of course, largely due to the 
recent emphasis on industrial development and to our lack 
of interest and pride in our main occupation, agriculture. 
This strange attitude, so unlike that in most other countries, 
has been stimulated by recent state policy and is both 
undesirable and dangerous. Experts agree that, as the 
net result of our present agricultural policy, which en¬ 
courages the growing of wheat and beet and restricts 
agricultural imports, there will be a marginal change-over 
of about ten per cent, from imports to home production. 
Although this is important, looked at in itself, one cannot 
say that it is going to bring about a profound change in 
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o(u agiicaltntal economy. In the main, thetdbee, agXi" 
culmte must remain an exporting industry, to whidi ^ 
must look in the future as in the past for means to pay 
for ouf imports. 

As regards other industries outside agriculture, the only 
real export industry we have at present is Guinness’s stout, 
and having regard to the high cost of capital, the relatively 
high level of industrial wages, the policy of protection, 
and the comparatively small domestic market, there is no 
possibility of any change in this situation. We shall in 
fact be lucky if we can maintain it. Our national policy 
at present is directly contrary to the virtually free trade 
policy which other small countries have followed in order 
to become exporters of industrial products. In the home 
market for industrial products a small increase is possible, 
but its nature is best shown by the fact that while the 
numbers employed in industrial production increased from 
32,800 in 1926 to 44,600 in 1935 the amount paid in wages 
in the same period increased only from £4 n^lion to £4.3 
million. This industrial development is largely subsidised 
and reacts heavily on the consumer, who is also the tax¬ 
payer. It is dependent on tariflFs and government spending 
which cannot go on indefinitely at the present rate. The 
amount of net public disbursements rose from £31,972,000 
in 1930 to £43,942,000 in 1935 (they are much-higher 
now), while at the same time the value of the nation^ 
income was declining. It is true that the public debt is 
now only £20 per head of population, but it is certain to 
rise much higher before long. 

Our continued prosperity as a creditor country depends 
in the last analysis on out substantial foreign investments, 
which ate almost entirely in Great Britain and on which 
the whole stmeture of our foreign trade is built. No 
country has therefore a greater interest in the maintenance 
of general financial stability, the observance of international 
debt morality, and the continued prosperity of Great 
Britain. This situation is not likely to change fox many 
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years, and, although at the motnent ou^ Government acts! 
as. if it did not exist, it must eventually be the deciding 
£uxor in out international and domestic policy, “whether 
we remain a Free State within the British Commonwealth, 
or decide to become a republic in probably even closer 
alliance, both political and economic, with Great Britain. 

The Irish Free State, 

November 1936. 
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1. Political Patchwork 

A S an effect, perhaps, of heightened external anxieties, 
the stream of British politics has been flowing briskly 
during the last few months. Non-intervention in Spain, 
national rearmament, trouble in Palestine, collective security 
and League reform, have furnished quite enough material 
for political controversy, even without the internal troubles 
that in a measure result from disturbance abroad. Yet, 
active as politics have been, there is no new trend or sudden 
change in their direction to record. The Government 
undoubtedly lost prestige at home (though less, perhaps, 
than they lost abroad) over the Hoare-Laval affair and, 
later, the inept handling of the question of Abyssinia's 
rights at Geneva; and this loss they have not yet fully 
recovered. Mr. Baldwin, too, though apparently much 
invigorated by the long holiday he took in the summer and 
early autumn, has done little of late to command acclaim as a 
forceful popular leader. On the other hand, there is no sign 
of any distinct gam in popularity for the Labour party, or 
of any growing preference for Mr. Attlee as Prime Minister. 

A by-election at Clay Cross, Mr. Arthur Henderson’s 
former seat, showed no change of voting expression during 
the year’s interval. At Erdington (a Birmingham con¬ 
stituency that has profited appreciably by the advance of re- 
atmament)the Conservatives held the seat in a by-election by 
a majority of over 6,000, compared with nearly 10,000 in the 
general election. Labour’s poll was actually slightly higher 
than in 1929, when they won the seat; but on that occasion 
there was a three-cornered contest, and the apparent lesson 
of the by-election is that in such areas the bulk of the former 
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Libecal vote is now going to the Consetyativcs rather than 
their opponents (despite the fact that on this occasion the 
Labour candidate had the endorsement of Mr. Lloyd 
George’s Coimcil of Action). “ The result ”, says Labour’s 
newspaper, the Dedly “ will be studied by prudent 

Labour supporters for the light it throws on the tasks 
ahead So, no doubt, will the results of the municipal 
elections held on November a. Labour losses were wide¬ 
spread, and several coxmcils, on balance, were conceded to 
Conservative majorities. Nominally, these contests are 
concerned only with local issues, but Labour itself has been 
foremost in importing into them national political divisions, 
and has contended with some reason that the proper com¬ 
pletion of a socialist programme requires a hold over local 
as well as national government. 

The Labour party conference, held at Edinburgh early 
in October, did not display such unity and leadership as 
would attract the unattached voter who missed those 
qualities in the present Government. Over non-inter¬ 
vention in Spain there was an open rift. On the first day 
of the conference the party executive’s policy of cautious 
support for the Blum-Eden policy was endorsed by 
1,836,000 card votes to 519,000. But only the massed 
battalions of the trade unions carried the day; the opposition 
(in favour of exercising the right under international law 
of helping the lawful Spanish Government) included such 
formidable leaders as Sir Charles Trevelyan and Mr. Philip 
Noel Baker; and it seems that if the debate had been 
postponed till the end of the conference the official view 
might have come much closer to rejection. For later two 
“ fraternal delegates ” from the Spanish Parliament arrived, 
and moved the conference deeply by their appeals. The 
party leaders agreed to call on the acting Prime Minister to 
make representations on the latest reports of breaches of 
the non-intervention pact by Italy and Germany; and 
the conference was placated in its last hours by a fresh 
statement of the executive’s policy, declaring that if the 
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ooarintetventioa pact was found either to be ioctfectxve or 
to have been definitely violated Labour would urge the, 
British and French Governments to lift their embaigoes 
on the export of arms to the Spanish Government. This 
in fact Mr. Attlee and his colleagues did in the debate in 
the House on October 29. Yet they were unhappy and 
unconvincing in their turned coats, conscious as they must 
have been that only a very small minority of the electorate 
considers the fascist-communist clash in Europe to be an 
affair of ours, certainly not to the point of running any 
risk of being drawn into war over it. 

It was significant that the same Labour party conference 
rejected by 1,728,000 votes to 592,000 a motion instructing 
the national executive to accept the affiliation of the Com¬ 
munist party. The debate gave rise to an argument as to 
whether the communists or the non-political unions pro¬ 
moted by Mr. George Spencer were the more to blame 
for weakening the miners* organisation. Both have 
recently been vigorously rebuffed by orthodox trade 
unionism. A bitter dispute at the Bedwas colliery between 
the South Wales Miners’ Federation and the owners, who 
sought to confine their labour to Mr. Spencer’s Miners’ 
Industrial Union, threatened in September to plunge the 
whole industry into a strike. At the eleventh hour, how¬ 
ever, the owners accepted a proposal for a secret Jaallot 
of the men, which res^ted in a majority of nearly four to 
one in favour of the Federation. This was a serious blow 
for Mr. Spencer’s organisation, which derived its original 
strength from the reaction after the 1926 stoppage; at the 
same time it averted a grave dash in the coalfield which 
neither side wanted. G^erally speaking, the outlook for 
industrial relations is good. 

The Conservative party conference is very different from 
its Labour coimterpart. It is not a caucus able to elect a 
committee of leaders and to dictate policy, but a gathering 
of Conservative workers from the various constituencies 
to hear speeches by accepted leaders of their party and to 
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fOake cxMstnmts on them. It is not te^uired to endorse 
fl&7 official programme. Hence it tends to be more re¬ 
bellious than a Labour conference, -while at the same time 
its resolutions have no binding effect and are not infrequently 
ignored by the Conservative leaders. This yearns con¬ 
ference at Margate was chiefly remarkable for two things, 
the absence of the Prime Minister and the passage of two 
important resolutions in face of dissuasion by Cabinet 
Ministers on the platform. Mr. Baldwin, who was at the 
time breaking his holiday with a short visit to Downing 
Street, sent Mr. Neville Chamberlain to represent him—an 
episode that revived the rumour that the Chancellor would 
very shortly succeed to the Premiership. Mr. Chamberlain 
told the conference that the time had happily not yet arrived 
to make a final appraisement of Mr. Baldwin’s services to 
his party and his country, but his phrasing was certainly 
consistent with the conclusion that the opportunity might 
not be long delayed. Political gossip at present has it 
that Mr. Baldwin will resign not long after the Coronation. 

The two motions carried against the advice of Ministerial 
leaders concerned policy towards agriculture and towards 
the return of the mandates. The conference urged the 
Government, 

in order to dispel grave anxieties within the Empire and dangerous 
hopes abroad to give an assurance that the declaration made by 
the then Foreign Secretary, Sir John Simon, to the German 
QianccUor in Berlin in March, 1935, to the effect that the cession 
of any British mandated territory was not a discussable question, 
stiU represents the unaltered attitude of His Majesty’s Govern- 

Sir Samuel Hoare tried to persuade the conference to rely 
on statements already made by the Government. If the 
resolution were passed, he said, it would be regarded by 
the Government as a further expression of the country’s 
anxiety, but its passage could not, in the present sensitive 
state of international affairs, change the Government’s 
attitude. They stood by the Foreign Secretary’s statement 
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of the previous July, to the effect that, in view of the grave 
difficulties—amoral, political and legal—^that the transfa 
of mandated territories must raise, they hoped that with so 
many international problems still unsolved there would in 
no quarter be a desire to introduce a further cause of serious 
difficulties between the nations. The conference, knowing 
that Mr. Eden’s hope had already been dashed by German 
leaders, was not appeased by these smooth words. Nor 
did it pay much heed to Mr. Elliot’s opposition to a resolu¬ 
tion urging the Government to impose a general protective 
tariff on agricultural produce, -with a preference for the 
Dominions. The Minister of Agriculture exhorted the 
conference in vain to think twice before pinning its faith 
so absolutely to one remedy. The episode helped to con¬ 
firm the widespread notion that the sun of “ quotas ” has 
passed its zenith. 

One of the Conservative delegates declared, apparently 
with general agreement, that the farming community had 
never had such confidence in a Minister of Agriculture as 
it had then in Mr. Elliot. It was all the more surprising, 
therefore, when he was transferred to the Scottish Office, 
on October 29, to fill the place of the late Sir Godfrey 
Collins. Some commentators have ascribed his translation 
to a desire on the part of the Government to enter the 
discussions with the Dominions next year, on the future of 
Ottawa, with its hands freer than they would be if the 
Minister of Agriculture were still so closely associated as 
Mr. Elliot is with the device of quotas and the present 
marketing schemes. Mr. W. S. Morrison (at present the 
most likely younger “ hope ” for the Prune Ministership) 
succeeded Mr. Elliot at the Ministry of Agriculture, and 
the number of Liberal Nationals in the Cabinet was main¬ 
tained by the promotion of Mr. Hore-Belisha to Cabinet 
rank. 
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n. Rearmament 

B oth the Conservative and the Labour conferences paid 
a good deal of attention to rearmament. For the former, 
it was not a mattar of any keen controversy. After a 
comprehensive speech by Sir Samuel Hoare the conference 
unanimously recorded its conviction that a policy of one¬ 
sided disarmament would be more likely to promote war 
than peace and would render impossible the creation of an 
effective system of collective security. The most note¬ 
worthy incident was the First Lord’s successful plea that a 
section of the resolution deploring opposition to recruiting 
and rearmament “ in the name of peace ” should not 
specifically refer to the Labour party, followed by his appeal 
to Labour for positive support. He drew a distinction 
between “factious partisans and many of the more re¬ 
sponsible Labour leaders ”. To the latter he would say: 

The defence programme ... is a national programme which 
should be supported by men and women of dl parties who 
believe in democracy and are determined to streng^en the forces 
of peace in the world. The responsible leaders of Labour can 
give invaluable help. They came forward with their assistance 
in the war. Let them now, realising the issues at stake, come 
forward once again and join in carrying through a programme 
that is as essential for the cause of peace and freedom as it is 
for the security of the British Commonwealth of Nations. 

This appeal, patronising as many of those to whom it was 
addressed may have thought it, did not fall entirely upon 
stony ground. The trade unions—not only because they 
tend to be the more moderate wing of the Labour move¬ 
ment, but also because they have foreseen that a large-scale 
rearmament programme might become popular as a pro¬ 
vider of employment, not least in the depressed areas—have 
from the outset been loath to oppose it. But the Labour 
patty as a whole, with its strong pacifist section and its 
condemnation and distrust of the Government’s foreign 
policy, is gravely split. The party conference carried by a 
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majority of 1,758,000 votes to 657,000 a rigfet-ropc tcscfc- 
tion declaring t^t Labofur •was in favour of adequate 
defence, of arming in concert with the peaceful Powers to 
a degree “conditioned by the armed strength of the 
potential aggressors ”, while in the same breath it declared 
its distrust of the Government, declined to accept responsi¬ 
bility for a “purely competitive armament policy”, and 
reserved “ full li^rty to criticise the Governments 
rearmament programme ”. 

This official statement of Labour policy found powerful 
supporters, including Mr. Herbert Morrison, Mr. Attlee, 
and Dr. Dalton, who painted a horrific picture of German 
rearmament, and added: 

The time has come when we must say to the fascist Stotes, acting 
now in the Spanish case for the first time in collusion: There is 
a limit. So far and no farther. Henceforth law must be observed; 
treaties must not be broken; aggression must not be executed. 
If you have grievances, come in and join us and let us see what 
they are. 

But on the other side was a formidable array of pacifists 
like Mr. Lansbury and doctrinaire socialists like Sir Stafford 
Cripps, who opposed any increase of arms in the hands of a 
capitalist government. And from the trade unionists of the 
Right came angry demands for a more straightforward 
armouncement of policy. Mr. Bevin, the chairman of the 
T.U.C., wanted plain talk to Hitler and Mussolini and a 
warning that the trade unions would not stand for weakness. 

In spite of the opposition of some sections of the Left, 
and widespread controversy and confusion about foreign 
policy, rapid rearmament may fairly be called, like the effort 
to stand aside from the fascist-communist conflict in other 
countries, a national policy. Indeed the divisions on the 
subject in the Labour party, which have left it (according to 
the labour correspondent of the Manchester Guardian) “ an 
eiffeebied political force ”, have served merely to confirm 
political waverers in support for the Government. But 
there have been misgivings and debate about sotne of the 
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di^aili of teamuunent and about its sco|i6 and ditectioo. 
ibe a^jioplane perssa battleship debate ‘will piobably 
have been entitely silenced by the tepoit of a spedal 
sub-committee of the Committee of Impetial Defence, 
which declared that the day of the capital ship is not over, 
and that to cease to build such vessels would lead to grave 
risk of disaster. It was plain to the sub-committee that 
capital ships could not be constructed so as to be in¬ 
destructible from the air, but they were satisfied that every¬ 
thing was being done to secure the maximum of immunity. 
They pointed out that other navies had not abandoned the 
capital ship,* and that over vast ranges of the ocean either 
our fl.eet would be out of range of enemy air forces or an 
enemy fleet would be out of range of ours. 

On the other hand, the controversy over the strategic 
future of the Mediterranean seems to have been stilled for 
the time being by emphatic governmental statement and 
action. It is understood that the defences of Malta are 
being thoroughly modernised, and its provision for anti¬ 
aircraft defence and air counter-attack greatly expanded. 
On his return, on September 22, from an official cruise in 
the Mediterranean, Sir Samuel Hoare declared that 

so far from there being any question of out abdicating our position 
in the Mediterranean or scuttling from Malta, we mtend to face 
these new and difficult problems, to make our foUite position 

? uite secure. . . . Air power has already made a diflercnce, but 
do not think it is a question of revolutionising our policy. It 
is more a question of adapting ourselves to new conditions. We 
have to make the fullest possible use of our own air power. 

The First Lord of the Admiralty added that he thought we 
had not given half enough attention to Cyprus. Its 
military future was being considered, but in any case he 
felt the island ought to have a better harbour, and he had 
always thought it important from the air point of view. 

The determination still to regard the Mcditetranean as 
a main theatre of imperial defence was confirmed by the 
* The new German naval programme includes a 3 ^,000 ton battle¬ 
ship. 
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Foxeign Secietaty in the debate on the Address. A few 
days earlier (on November i) Signor Mussolini had made a 
speech expressing Italian resentment at the British attitude 
towatch his country and the Mediterranean, which was for 
Italy “ her very life ”, whereas for Great Britain it was 
only a short cut to some of her outlying territories. Mr. 
Eden denied the implication that the freedom to come and 
go in the Mediterranean was for Great Britain a convenience 
rather than a vital interest. 

For us the Mediterranean is not a short cut but a main arterial 
road. We do not challenge Signor Mussolini’s word that for 
Italy the Mediterranean is her very life, but we affirm that freedom 
of communication in these waters is also a vital interest in a full 
sense of the word to the British Commonwealth of Nations. In 
years gone by the interests of the two countries of the Mediter¬ 
ranean have been complementary rather than divergent. On the 
part of His Majesty’s Goverrunent there is every desire that those 
relations should be preserved in the future. 

These sentiments were received with cheers in the 
House. 

To return to rearmament—public opinion was recently 
disturbed by an incident in connection with Lord Nuffield’s 
part in the “ shadow programme ” for the manufacture 
of aero-engines. The programme provides for the build¬ 
ing and maintenance of factories by a number of motor¬ 
car manufacturers, with government funds, for the pro¬ 
duction of various engine components. Staffs are to be 
trained and experiments pursued, but large quantities of 
finished products are to be turned out only in the event of 
war or emergency. Each of half a dozen firms is to produce 
some part of the engines. One of the firms originally 
associated with the Air Ministry’s plans was the Wolseley 
Motor company, a subsidiary of the “ Morris ” group. 
Suddenly it was announced that the Wolseley company 
was withdrawing from the scheme and that the Wolseley 
Aero Engines company, another of Lord Nuffield’s firms, 
was not prepared to accept certain orders from the Ministry. 
The withdrawal of the country’s leading motor group, 
176 



REARMAMENT 


with the impressive personality of Lord Nuffield behind k, 
naturally caxised a sensation. > 

In a long statement he explained his disappointment, and 
from the national point of view his dismay, at the Air 
Ministry’s preference for the “ shadow *’ scheme to the 
allotment of orders for complete engines to the Wolseley 
Aero-Engines company. He had not haggled over the 
question of price, but was willing to build engines at the 
price the Ait Ministry was actually paying. The Air 
Ministry had written: 

Whatever success may be achieved by your company in the 
production of engines during the expansion period, the scheme 
would contribute little towards the development of the largely 
extended capacity required for an emergency, nor would there 
be created thereby any prospect of Air Ministry’s orders for 
engines from your company after the expansion was completed. 

“ You see ”, commented Lord Nuffield, “ I am asked to put 
up a factory at government expense when I have already 
an aero-engine factory standing there doing nothing ”. An 
order for 300 engines had later arrived, but only after the 
decision had been taken to close down the aero-engine 
factory. 

A few days later the chairman of the Alvis Car and 
Engineering company made a similar complaint, to the 
effect that while new factories were being built at public 
expense under the shadow scheme his company’s “ large, 
modern ” aero-engine factory was “ ignored officially ”. 

The Government’s case was issued in the form of a White 
Paper on October 29. It gave a rather different account of 
the personal relations between Lord Nuffield and the Secre¬ 
tary of State for Air and his advisers, dispelling the im¬ 
pression that the former had been treated with brusqueness 
and discourtesy. Lord Nuffield had been told in November 
1955 that the air expansion programme of that date was 
within the scope of the existing industry, and that the Air 
Ministry could give no guarantee of a market for aero¬ 
engines, but that they welcomed the existence of his 
♦ Gnd. J295. 
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The sdbeme for die making o£ coofooeiits in 
seven diffejDcnt factories, and the assi^ly and testtc^ of 
complete units by two of them only, had been adopted on 
the advice of the participating firms themselves, re-endorsed 
by Lord Austin in a letter written to the Secretary of State 
a^ the Nuffield disclosures. 

The Ait Minist^ (admitted the White Paper) would have preferred 
that each engme should not have been sub-divided among as 
many as seven firms. 

This was followed by a statement in both Hotises of Parlia¬ 
ment, and by a personal reconciliation between Lord Nuffield 
and the Government. The Wolseley factory is to be used, 
apparently, for the purpose of army mechanisation, while 
the “ shadow ” scheme will go forward with another firm 
taking Wolscley’s place. . 

Nevertheless, the anxieties of Parliament and the public 
have been aroused. Strong criticism continues to be 
directed from some quarters against the shadow scheme, 
which is accused of exposing the whole production of 
aeroplanes to interruption through an air raid on a single 
factory. Equally serious is the more general criticism 
that the decision whether to sub-divide production or to 
create a number of independent factories ought not to have 
lain with the interested manufacturers, but with the Air 
Ministry and the Committee of Imperial Defence. The 
Debate on the Address indicated that the Government 
realised the force of these anxieties, and the Minister for 
the Co-ordination of Defence offered this reassurance : 

In war time the Air Ministry would not accept a single Unk 
chain. The firms would turn over the whole of their existing 
factories to doing aircraft work. 

The public concern in this episode, and the strong views 
that it has caused to be expressed, ate symptomatic of a 
natural popular suspicion towards the armaments industry, 
which, becomes the mote intense as national armament is 
accelerated and higher profits are derived from the manu¬ 
facture of weapons of war. This feeling, sharpened by 
* 7 * 
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the ittKdosmes of the United States Ssiate committee, kd 
to die i^ipointmcat, eighteen months ago, of a Royal Com* 
nu$«on on the private manu&cture of and trading in arms. 
Its nnanimous rqjort * was published on November i. To 
the disgruntlcment, no doubt, of many of those who had 
pmssed most eagerly for its appointment, it declared that 

The abolition of the private industry in the United Kingdom 
and the substitution for it of a system of State monopoly may be 
practicable; but it is undesirable. . . . The necessities of Imperial 
defence cannot be eifectively met, in existing conditions, except 
by the maintenance in peace-time of a system of collaboration 
between the Government and the private mdustry of the country 
in the supply of arms and munitions. . . . 

We recommend that the Government should assume complete 
responsibility for the arms industry in the United Kingdom and 
should organise and regulate the necessary collaboration between 
the Government and private industry; that this responsibility 
should be exercised through a controlling body, presided over 
by a Minister responsible to Parliament, having executive powers 
in peace-time and in war-time over all matters relating to the 
supply and manufacture of arms and munitions, costing, and the 
authorisation of orders from abroad. 

We further recommend that the Government’s own manu¬ 
facturing establishments should be fully equipped for the pro¬ 
duction in some measure of naval, mihtary, and air armaments 
of all types. 

We recommend that measures be taken to restrict the profits 
of armament firms in peace-time to a reasonable scale of remunera¬ 
tion, designed not omy to prevent excessive profits, but to satisfy 
the public that they do so. 

We are of opinion that the problems involved in formulating 
plans for the conscription of industry in war-time will have to be 
faced, and should be faced without delay. 

The system of export licences should be tightened up; the 
practice of open general licences for the export of certain 
classes of arms should be discontinued, and the grant of 
licences should be restricted to orders of foreign Govern¬ 
ments, supported by import licences issued by those 
Governments stating that the goods would not be re¬ 
exported. And the private export trade in surplus and 
second-hand arms and munitions should cease completely. 

* Cmd. 5292. 
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These arc only the most vital of the recommendations of 
a report to which it is impossible to do justice in a short 
space. 

The King’s Speech at the opening of Parliament on 
November 5 made no mention of action in furtherance of 
the Arms Commission’s recommendations, an omission 
that was made the subject of the Liberal amendment to the 
Address. Sir Thomas Inskip, the Minister for the Co¬ 
ordination of Defence, expressed his scepticism about some 
of the Commission’s major proposals, but assured the 
Opposition that the Government would “welcome an 
opportunity to consider the recommendations Antici¬ 
pating Mr. Churchill’s demand for the establishment of a 
Ministry of Supply, he described it as “a fundamental 
change of organisation which would . . . involve so 
much delay and uncertainty that the Government could not 
contemplate it except on the most cogent proof of its 
necessity ”. This proof Mr. Churchill sought to give in 
a speech which, even for him, was exceptionally vehement 
and scornful of the Government’s alleged apathy and inertia 
in matters of defence. He drew from Mr. Baldwin a 
remarkable confession that anxieties for the Government’s 
political position had caused them to postpone, between 
1933 and 1935, a rearmament policy that they had really 
thought necessary in view of the threatening international 
situation. 

In other directions there is a full programme of legis¬ 
lation : reorganisation of the coal industry and the unifica¬ 
tion of coal loyalties, the protection of the mercantile 
marine, the extension of the Special Areas Act, the amend¬ 
ment and consolidation of the Factories Acts, the improve¬ 
ment of the physical condition of the nation, the strengthen¬ 
ing of the law dealing with “ persons or organisations who 
provoke or cause disturbances of the public peace ”, and 
a number of other measures that will fully occupy an already 
over-worked parliamentary machine. 
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in. Fascist and Communist 

N ot the least important item in the list is the effort 
to deal with disorderly or provocative political activity. 
While there is no sign yet of the spreading of either fascism 
or communism beyond a very small minority in Great 
Britain, most of Europe is to-day a monument to the 
weakness of democracy in the face of antagonists whom 
at one stage it despised or neglected. The trouble, as 
most British citkens see it, is that the rival revolutionary 
factions encourage each other; the more numerous or 
more provocative the blackshirts become, the readier are 
their opponents to embrace the counter-doctrine of the 
red revolution; and every demonstration of force or act 
of violence on either side encourages similar acts or 
demonstrations on the other. 

This sequence of action and reaction has reached a new 
phase with the adoption of a fierce anti-semitism by Sir 
Oswald Mosley and his followers. If the fascists by 
words or blows attack the Jews, identifying them with 
communism, sure enough many more Jews will become 
communists, and moderate men who bear the Jews no 
grudge but who fear the hand of Moscow will grow more 
sympathetic towards the blackshirt cause. This violent 
anti-semitism is a comparatively new thing in British 
fascism. In an interview with the Jemsb Chronicle^ pub¬ 
lished on May 12, 1935, Sir Oswald Mosley 

expressed a desire to make it perfectly clear that neither he nor 
his organisation was anti-senutic. He resented the allegation 
that hn organisation had attacked the Jews, as such activities 
had been forbidden from the outset. 

It is a little surprising, therefore, to find anti-semitism one 
of the leading motifs in Sit Oswald Mosley’s propaganda 
to-day, though consistency is hardly the strong point of a 
politician who previously sought his career first in the 
Conservative and then in the Labour party. The motive 
for the change of front is generally assumed to be the 
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fascitts* disappomtsoeat at failure to whip up euthusiaun 
amotkg the electorate by other pottk»i8 trf ihek pro¬ 
gramme. 

Whatever the underlying reason, a serious situation has 
been thus created. The fascists planned for Sunday, 
October 4, a great procession (“march” is the better 
word for so military a demonstration) through the East 
End of London, including districts where Jews predomin¬ 
ate. Strong representations were made to the Home 
Secretary, by local authorities, Jewish bodies and others, 
to have the demonstration banned, but Ministerial policy 
was to “ wait and see ”. While the official Laboxir organ 
urged its supporters to stay away and kill fascism by ignor¬ 
ing it, the Independent Labour party and the Gammunists 
organised counter-demonstrations. Tremendous excite¬ 
ment was aroused in the East End, and packed crowds of 
people lined the route of the march and blocked the roads 
leading up to it. The rest may be told in the words of the 
official statement issued by Scotland Yard. 

Prior to the arrival of Sir Oswald Mosley disorder broke out 
among those who had collected to oppose the Fascist marchers, 
and resulted in a n^ber of arrests. In view of the very large 
crowds, the Commissioner of Police for the Metropolis decided 
that the procession through the East End should not be permitted 
owing to the great likelihood of further breaches of the peace. 
The Fascists’ procession, therefore, was escorted by the police 
along the Embankment to the Temple station, where it dispersed. 
A portion of it reformed and caused min or disorders in Trafalgar 
Square and the Strand. 

The following Sunday witoessed a further series of dis¬ 
orders. In London an anti-fascist demonstration had a 
stormy passage, and had it not been for thorough police 
precautions there might have been a serious riot. As it 
was, a good many heads were broken, a few Jewish shops 
were pillaged by ruffians, and a motor car was overturned 
and set on fire. In other parts of the country fascist 
meetings met with violent opposition. 

Ministers were not slow to express themselves on this 
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tfaxegtening sitiutkm. Thus Sir Thomas biskip declared 
at Watford on October 14: « 

Everybody knows that in this countiy there is no colour and 
no creed which deprives anybody of his equal rights. What 
rieht, I should like to know, has one section of the community 
ruling itself a fascist body to point a finger to a section to which 
we have given hospitality for centuries ? 

These fesdsts tells us they are fighting the communists. The 
people who are making communists to-day are Sir Oswald Mosley 
and his friends. 

On November 10 the Government issued the text of 
a BUI 

to prohibit the wearing of uniforms in connection with political 
objects and the maintenance by private persons of associations 
of military or similar character, and to make further provision 
for the preservation of public order on the occasion of public 
processions and meetings and in public places. 

The courts are left to determine what constitutes a “ uni¬ 
form signifying association with any political organisation 
or with the promotion of any political objectIt becomes 
an offence punishable with imprisonment for six months 
or a fine of £100, or both, with higher penalties on con¬ 
viction on indictment, to take part in the control or manage¬ 
ment of an association of persons who are either 

(a) Organised, trained or equipped for the purpose of enabling 
them to be employed in usurping the functions of the police or 
armed forces or the Crown; or 

(b) Organised and trained or organised and equipped cither for 
the pumose of enabling them to be employed for the use or dis¬ 
play of physical force in promoting any political object, or in 
such manner as to arouse reasonable apprehension that they are 
organised and either trained or equipped for that purpose. 

Other sections of the Bill give greater powers to the poUce 
to control public processions, and make it an offence to 
carry an offensive weapon at any public meeting or on the 
occasion of any public procession. The BUI passed its 
second reading on November 16 without a division, bdng 
supported by aU parties. 
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I. Debt in Alberta 

A n earlier issue of The Round Table * described the 
origins of the Social Credit movement in Alberta and 
the advent of a Government, withan overwhelming majority, 
professing ideas based on the theories of Major Douglas. 
It may now be opportune to carry on the chronicle of Alberta 
politics and to comment on the situation that has developed 
during the last year. 

Since its inauguration in September, 1955, the Aberhart 
Government has been concerned with two major tasks— 
the liquidation of debt, public and private, and preparations 
to fulfil the promises of the election period, which included 
the alluring promise to every adult citizen of a month 
in Alberta credit or, as more popularly understood, simply 
a month. During the year, the emphasis in govern¬ 
mental action has been placed noton direct preparations for 
Social Credit but rather on the liquidation of debt; the 
Government’s drastic handling of the problem, especially 
in a second session of the Legislative Assembly held in the 
last week of August, has been at once the cause of great 
enthusiasm and, in other quarters, the cause of the gravest 
concern. 

Debt is the canker in the economy of Alberta and the root 
of political discontents. It is the result of exaggerated 
borrowing, lending and spending before 1929, of low 
agricultural prices during the depression, and of heavy 
charges for unemployment and farm relief in recent years. 
Yet the disease is not greater in Alberta than in other 
provinces of western C^da and is not less capable of 
* No. loi, December 1955, pp. 157-16J. 
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otdedy tteatment. The new Government was not unawate 
of the menace of accumulating debt. Whether witii 
orthodox motives or as a preparation for Social Gcedit, it 
devoted the early months of power to the task of b alancing 
the budget. As an adviser on this subject, no expert in 
Social Credit was employed but instead an industrialist 
from eastern Canada with experience of the pathology of 
private companies. Study of the financial problem led to 
no significant action until the Legislature met in regular 
session in February. 

In the budget speech of March 2, the net funded and un¬ 
funded debt of the province at August 31, 1955, was stated 
to be $154 million. The estimates for the fiscal year 
beginning April i, 1936, proposed expenditure of $18 
million. The additional $3 million required to balance the 
budget were to be found by increasing rates on existing 
taxes, including the provincial income tax, and by levying 
a new tax of 2 per cent, on retail sales, calculated to produce 
a revenue of $2 million. The Provincial Treasurer said 
that since nearly 30 per cent, of total revenue was devoted 
to debt charges, “ the greatest part of which is withdrawn 
from the province ”, the Government would be compelled 
to call upon the bondholders to accept a lower rate of 
interest. To provide for the reduction of public debt 
charges by retiring and refunding provincial securities, a 
“ Provincial Loans Refunding Act ” empowered the 
Government to issue perpetual stock from time to time at 
a rate of interest to be fixed by the Lieutenant-Governor in 
Council. This Act was to come into force only on pro¬ 
clamation and has not been proclaimed. 

Meanwhile, at Ottawa, the federal Government had been 
proposing to the provinces the creation, on a voluntary 
basis, of a Dominion loan council to facilitate the refunding 
of provincial debts with federal guarantees and federal 
control over future borrowing. On April i, Alberta 
rejected the idea of the loan council on grounds of provincial 
autonomy, and, lacking federal aid, was constrained to 
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i^gfiiuit in lespect of ptindpal on a loan of $3,2oo>ooo nudue^ 
ing on that ^te. The intetest cm this sum doe on A|>ul t 
was paid. For the first time, a Canadian ptovince had fiuied 
to meet a matuting bond issue. At that time, it was said 
that there was division in the ranks of the party and diat 
private members had carried the day against the Prime 
Minister and the Right wing of the Gibinet. On May jo, 
by order-in-council, the Provincial Treasurer was authorised 
to offer and, if the offer was accepted, to pay rates of interest 
equal to half the contractual rates on all provinidal securities 
except one. The offer was not generally accepted and a 
bondholders’ protective association came into action. In 
the special August session of the Legislative Assembly, 
which met after drought had ruined the crops in southern 
Alberta, the cut in interest rates was confirmed by statute. 

An Act of the August session for the reduction and 
setdement of private debt has been even more drastic. 
The Act applies to all debts except those due to the Crown 
and to certain government boards and such debts as may 
be removed from the operation of the Act from time to 
time by order-in-council. The Act divides debts into two 
classes : “ old debts ” arising before July i, 1952, and other 
debts. The amount recoverable on any old debt is the 
amount outstanding and payable on July i, 1932, reduced 
by any payments since made on account of priucipal or 
interest. After July i, 1952, no interest is payable on any 
part of the debt, and the principal amoimt is to be paid in 
ten annual instalments beginning November 15, 1937. 
On “ other debts ”, the amount recoverable is the origimd 
amount and subsequent advances with simple interest at 
the contracted rate or 5 per cent., whichever is less. All 
sums paid in respect of principal or interest since the debts 
were originally created are deductible. This Act for the 
reduction of private debt was supplemented by amend¬ 
ment of the Debt Recovery Act, 1933. No action may be 
taken against a resident farmer or home-owner save by 
permission of the Debt Recovery Board. A former right 
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o€ a|>{>cai £com this Boatd to a judge of the Su{»emc Couit 
of <iie {aovince is abolish^. A futdid; Act of the 
ladve Assembly in August, to come into force on pro- 
dantttion, declares that interest payable by Alberta muni¬ 
cipalities shall not exceed 3 per cent, and that no court 
proceedings shall be entertained on account of any interest 
payable in excess of that rate. It was said that this violent 
debt legislation was passed under pressure of private 
members against the wishes of a majority of the Cabinet. 


II. The Progress of Social Credit 

P ostponing comment on the debt legislation, let 
us turn to the other part of the story, to the preparations 
for social dividends and the just price. Mr. Aberhart 
had always said that it would take 18 months to inaugurate 
a system of Social Credit and that the plans would be pre¬ 
pared by “ our best experts ”. It might have been expected 
that Major Douglas would arrive in Alberta. Whatever 
the reasons. Major Douglas did not return to Canada. In 
the regular February-April session of the Legislative 
Assembly, an Act was passed “respecting Social Credit 
measures.” The preamble makes the following statements ; 

Under modern scientific conditions, productive capacity is 
unlimited. 

The existence of indigence and unemployment demonstrates 
the fact that the present monetsuy system is obsolete and a 
hindrance to the efficient production and distribution of goods. 

The electors are favourable to the adoption of a measure based 
on Social Credit principles, their general objects being to bring 
about the equation of consumption to production, and to afford 
to each person a fair share in the cultural heritage of the people in 
the province. 

The Act declares that “ the people of the province are 
entitled to the full benefit of the increment arising from 
their association ”. It authorises the Government to 
appoint fit persons to consider and formulate proposals 
“ having for their object to increase the purchasing power of 
the consumer by means of social dividends, compensating 
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discounts ot by any othex means and the payment to the 
ptoducef of any commodity of a just price also to 
investigate the prevailing conditions of all businesses and 
trades, and to ascertain whether they operate to the detri¬ 
ment of the province or of any category of persons in the 
province. 

In spite of this Act, it was not evident at the close of the 
regular session that the Government had any definite plan 
for the issue of social dividends. It had, however, in various 
Acts indicated its intention to establish codes of fair prices, 
to set up a “ price spreads ” board, and to enlarge the area 
of government control of business by the threat of refusing 
licences. Codes have already been established in a few 
businesses in which excessive competition was said to 
prevail. 

An order-in-council of June i6 authorised the issue of 
“ Alberta Prosperity Certificates ” to the amount of 
$a,000,000. These were promises to pay at face value 
at the end of two years provided stamps had been affixed for 
104 weeks at the weekly rate of i per cent, of each denomina¬ 
tion. Certificates to Ae amount of $250,000 were issued. 
Later, provision was made for redemption during three days 
of each month. At the middle of September, $140,000 
had been redeemed, and at October i only $25,000 re¬ 
issued, The purpose of these certificates is not clear. 
They were perhaps, originally, an experiment in the 
financing of public-works unemployment relief. Issued 
in small and redeemable volume, they have done neither 
good nor harm. 

A further order-in-council of July 29 under the Social 
Credit Measures Act appointed the Provincial Secretary 
to make the investigations referred to in the Act. The 
enquiry has been conducted by means of questions ad¬ 
dressed to farmers and producers, manufacturers and 
processors, and by a registration form, also requesting 
detailed information, addressed to citizens generally. 
These forms were to be returned before September 30. 
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When registeting and submitting the desked information, 
persons in eadi category were required to'sign a “ covenant ” 
■with the government. The citizen agrees to co-operate 
with the government, to accept remuneration in Alberta 
credit as fer as he can reasonably do so, to exchange income 
in Canadian currency for Alberta credit so far as is con¬ 
venient, to make no demand for the redemption of Alberta 
credit, and to ofier no Alberta credit in payment of taxes 
until such time as the government shall be able to accept it. 
The government agrees to maintain a just rate of -wages 
with reasonable hours of work, to grant loans with an ad¬ 
ministrative charge of z per cent, but without interest for 
productive enterprise or the building of hotises, to grant 
monthly dividends and to redeem Alberta credit with 
Canadian currency when possible. The farmer agrees 
“ to sell at least 50 pet cent, of his products, over and above 
that required by himself or his dependents, within Alberta 
for Alberta credit, when called upon to do so, provided the 
price allowed is at least equal to the general market price ”. 
To the farmer, the government promises a just price, in¬ 
creased sale of Alberta products by issuing social credit, 
bonuses to compete in the world’s markets, and loans free 
of interest. The manufacturer agrees to co-operate in 
planning, to sell at least 50 per cent, of his output for 
Alberta credit, and to deposit surpluses in the “ Credit 
House”. The Government promises the manufacturer 
to assist in the purchase of raw material, to increase purchas¬ 
ing power, to offer bonuses and compensating discounts, 
to make external agreements for the exchange of surplus 
goods outside the province. The retailer is to give pre¬ 
ference to the sale of Alberta credit for all goods obtained 
in that way. He is to recei-rc benefits similar to those 
offered to ^mers and manufacturers. 

The most recent and definite step towards Social Credit 
is the Act of the special session of the Legislature confirming 
the previous arrangements for enquiry and registration and 
authorising the establishment of an “ Alberta Credit 
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Hbttsc The Qedit House is to issue Albcfta oBedit ia 
sodal dividends and loins, to tecehre Albettn credit, caty 
zency, and all kinds of negotiable instruments, and to 
aapife provincial and Dominion securities. In the Act 
the Credit House appears to be not merely an instrument of 
die new experiment but also a provincial bank calculated to 
assume many functions of the chartered banks of Canada. 
Government officials are now busy with its organisation. 

These have been the major acts of the Government of 
Alberta in 1936. From the point of view of all but Mr. 
Aberhart’s supporters, they have many disturbing features. 
The plans for an experiment in Social Credit have been 
least alarming to the opponents of the movement, possibly 
because they do not believe that the idea is practicable and 
think that the movement may defeat itself. There has 
been no effort to obstruct the experiment inside or outside 
the province. Outside, there have been many to welcome 
the willingness of Alberta to play the rdle of laboratory 
dog. The implications of increased government control of 
economic affairs, including provincial control of marketing 
and exchange, may presendy arouse apprehension; so 
may the tendency fiirther to restrict the jurisdiction of the 
courts. It is alleged that there are disquieting symptoms of 
intimidation; many of the “ convenanters ” signed from 
expediency and not with faith, fearing that they might lose 
their jobs or that their businesses might be boycotted. 
The freedom of the press has been threatened. On Sep¬ 
tember 13, in a speech at the Prophetic Bible Institute in 
Calgary, which lad been heralded by similar utterances, 
Mr. Aberhart threatened to bridle the press. Objecting 
not to editorial criticisms of his policy but to news articles 
of a sniping character, he proceeded to argue that it might 
be expedient to license the press as other trades and pro¬ 
fessions are licensed. 

However, the most serious aspect of recent government 
policy has been the violent legislative repudiation of debt. 
The Act concerning the reduction of private debts is 
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^eettf generally regarded oatdde the ranks of the Sodal 
Credit party as a capricious measure that mat erially benefits 
not merely the have-nots but also many of the haves. Mr. 
Ab^hart has said that there is nothing in the legislation to 
prevent those able and willing to pay from f ulfilling their 
obligations, but it is regarded as unlikely that many of those 
so able and willing will refrain from taking advantage of the 
law. Here it may be remarked that the municipalities show 
no desire to speed the proclamation of the Act reducing 
their obligations. The debt legislation, in general, which 
includes all manner of debts save those due to the govern¬ 
ment, strikes at the private investor, sinking funds, the 
banks, insurance companies, trust and loan companies. 
It is feared in many quarters that it may ruin the borrowing 
power of a province requiring capital for years to come, 
It is pointed out that it arouses fear of further expropriation, 
encourages the flight of local capital and paralyses initiative 
in business. If the movement spreads—and debt repudia¬ 
tion may easily be contagious—^it might threaten the financial 
structure of Canada. Debt adjustment is necessary. If 
has perhaps been too long delayed or inadequate in measure, 
Repudiation is not necessary. Such are the views expressed 
in many responsible quartets. 

However unpopular its conclusions may be, the com¬ 
prehensive report of the bondholders’ association is prob¬ 
ably right when it says : 

The province of Alberta is economically and fiscally solvent an< 
can pay all its interest obligations in full and reasonably expec 
surpluses in the near future . . . Alberta budgets can be balancec 
without the imposing of new taxation or reduction of necessar 
expenditure. 

Certainly, budgets may be balanced if the province ii 
willing to accept the idea of a Dominion loan council and oj 
refunding with federal guarantees. This seems to be th< 
better way for all concerned. And, in respect of privatt 
debt, the better way appears to be along the lines of th( 
Saskatchewan plan announced at the end of Septembei 

191 




CANADA 


Tbcfe, govenunents, munidpftl, pfovindal, and federal, 
and loan companies ate co-operating to cancel $7; million 
of debts to governments and to private corporations in 
drought-area municipalities. Interest on all farm mort¬ 
gages in Saskatchewan is to be reduced from January 1957. 

To describe the situation in Alberta, strong words such 
as dictatorship, dass-war, revolution, and communism 
have been used. There is no doubt that some of these 
longer possibilities arc implicit in the present situation, but 
it would be hard to find consciously subversive forces or a 
revolutionary state of mind. The driving force behind the 
radical legislation has been the party caucus of private 
members. These men have exerted pressure on their 
leaders to repudiate debt and to get on with the fulfilment 
of their election promises. They are probably as innocent 
of marxian theory and of revolutionary technique as they 
are vague about the theory and implications of Social 
Credit. The movement is one of distress championed by 
men who came far west for better things. It expresses a 
desire to escape from the frustrations of the depression a#id 
from the calamities of nature, and impatience to hasten the 
process of debt adjustment. It is a movement that saw 
no Utopia in the programmes and practices of old parties 
and found hope and a religious sanction in the message of 
Mr. Aberhart. 

The development of the situation in the near future is 
not easy to forecast. Much of the new legislation is of 
doubtful constitutional validity and may be declared by the 
courts to be beyond the powers of a province. While the 
British North America Act gives wide powers to a province 
in respect of property and civil rights, there is much in the 
recent Acts that may be considered repugnant to the federal 
powers and to Dominion statutes. Judicial decisions, 
however, will not solve the economic and political problems 
of Alberta, and political passions may not be subdued in 
the no man’s land between tdtra vires and infra vires. If the 
federal Government should consider that there is any 
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genuine thteat to the financial structure or to the economic 
unity of Canada, it might, on groudds of high policy, 
exercise the power of disdlowance. Only apprehension 
of grave danger to the people of Canada outside Alberta 
is likely to prompt such action and, presumably, there will 
be no resort to disallowance without the offer to Alberta 
of a constructive scheme of debt adjustment. 

It may be that there is no remedy for present discontents 
except by the votes of the electors of Alberta. If this be 
the case, a reversal of policy still seems remote. The Social 
Credit party has gained in strength as a result of the summer 
drought. The measures for the partial repudiation of debt 
have caused no loss of popular support. The party has an 
effective organisation and is said to be stronger than ever. 
There is a minority opinion strongly opposed to the policies 
of the Government, but it is still unorganised and divided 
by conflicting allegiances to old parties. If the United 
Farmers abandon party'politics, the opposition may rally 
either to the Liberal party, which had the largest minority 
v^e at the last election, or to a new party. An effective 
constitutional opposition, however small, might readily 
gather strength as the more unhappy effects of arbitrary 
repudiation emerged and as the policy of Social Credit 
came to make demands instead of promises. Since the 
current account of the province is now relieved of half the 
interest charges, there is presumably little immediate 
prospect that the Govenunent will collapse by reason of 
financial difficulties. 

Canada, 

October 1936. 
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#T^HE quarter under review has been characterised byover- 
X production of grist for a chronicler’s mill. A rigorous 
selection, on whatever basis, is disappointing to the writer 
and perhaps provoking to the reader. There may be some 
surprise at finding no discussion at all of the centenary 
celebration in South Australia, the proposal of the Victorian 
Government to restrict the powers of the Legislative 
Gjuncil along the lines of the Parliament Act of 1911, the 
decision of the Commonwealth Government to adopt the 
Statute of Westminster after further consultation with the 
states, the acceleration of the Commonwealth’s defence 
programme, and the recent Commonwealth budget. But 
these things are only minnows, and the pool of Australian 
politics boasts two strenuous young whales as well. Not 
since the onset of the depression has the Australian pcqple 
had to face simultaneously two such great economico- 
political issues. Both concern marketing. One arises 
from the decision of the Judicial Committee of the Privy 
Council in July in the case of James v. Commonwealth^ 
invalidating the Commonwealth law controlling the inter¬ 
state and overseas marketing of dried fruit, and indirectly 
affecting similarly the marketing of butter. The other 
arises from the trade diversion policy announced by the 
Commonwealth Govermnent just before Parliament rose 
in May.* . 


I. The Privy Council and Marketing 


A COMMUNITY bent on a rapid increase of population 
md on the development of a balanced economy relies 
almost of necessity upon the principle of protecting home 
* Sec The Round Table, No. 104, September 1956, pp. 843-8. 
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pjxMlacdMi. In the dtcumstances of Jluktalia, seccHKktf 
iiuiustiy has genetally bcca developed 'under the protection 
of a customs tariff, and though the major primary industries 
were able to hold their own until recently, more or less 
unassisted, in the export markets, primary production was 
encouraged in a number of minor directions by means of 
bounties, either on production or on export. Since the 
foil in world prices of primary products at the onset of the 
depression the effort has been to maintain, and even extend, 
the volume of exports, and to compensate the producer for 
low returns from exports, patdy by devaluation of the 
currency and pardy by maintaining an artificially raised 
home consumption price. 

In so far as the home consumption price has been 
achieved by means of bounties, no considerable constitu¬ 
tional problems have been raised. The power to grant 
bounties, along with that to impose duties of customs and of 
excise, passed on federation to the Commonwealth. But, 
when an industry of the magnitude of the wheat industry 
has to be protected in this way, real political difficulties 
begin at once. Recurring surpluses have to some extent 
lightened the task of the Commonwealth Treasurer. But 
a bounty has to be paid at last out of revenue, and if great 
sums have to be found a special tax for the purpose can 
scarcely be avoided. The obvious thing will be an excise— 
a form of tax which, despite the notorious political weakness 
of the consumer, is always unpopular, which no political 
party will be willing to impose as anything but a temporary 
expedient, and which no body of producers would be well 
advised to count on obtaining. Alternative methods of 
benefiting the producers had, however, already been 
worked out, and were available, with some modification, 
for use in the major exporting industries. 

These experiments had first been tried under the authority 
of state law, and for the most part in industries with no 
substantial export market. The states, charged under 
the constitution with the general responsibility for 
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development, 'vete not avetse ficom attempting a small- 
scale economic nationalism of thek ovm. Where substantial 
interstate or export trade was involved (as in dried fruits), 
co-operation between the producing states was found 
necessary, and was achieved. 

Queensland and New South Wales first employed 
generally the method of compulsory “ pools The broad 
principle is that, if on a poll of the growers of a commodity 
a sufficient majority (usually about sixty per cent.) so 
decide, a marketing board rqjrcsenting the producers is 
set up for that commodity, the commodity as and when 
produced is vested in the board, and it becomes unlawful 
for a grower to deliver his commodity otherwise than to 
the board. The board ensures compliance with the rules 
regarding quality and grading, and endeavours to main¬ 
tain prices by rationalising sales. This is “ orderly 
marketing ”, strictly so called: the first article of faith in 
the primary producer’s present-day creed. 

Another obvious method, especially where the export 
market is both large in quantity and depressed in price (as 
in the dried fruits trade), is to maintain Australian prices by 
fixing the maximum percentage (quota) of his crop that each 
producer may sell within Australia. The surplus is thus 
forced abroad, to be sold at the lower overseas price. 
Regulation of quality and grading is achieved by Ucensing 
and controlling the packing or processing establishments. 
Compliance with the quota is enforced either by fine or other 
penalty or by actual expropriation. It is not necessary, 
indeed, to enforce exact compliance with the quota upon 
every individual seller, so long as he is prepared to 
” equalise ”, that is to say, pay into a common fiind receipts 
from home-consumption sies in excess of the quota. 

In writing the foregoing paragraphs, it has been embar¬ 
rassing to decide the appropriate tense. The relevant Acts 
indeed still stand unrepealed on the statute-books. But, 
one by one, the interpretation placed by the courts on the 
constitution has destroyed their validity; they ha^ »been 
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held to kdtinge the declaxation in section 92 of the con¬ 
stitution that trade among the states shall be “ absolutdy' 
free”. The plaintiff in the recent Privy Council case, 
Mr. F. A. James, a South Australian grower of and dealer 
in dned fruits, has been throughout the outstanding 
opponent of the marketing schemes. Since 1926 he has 
lud four successive victories, two in the High Court and 
two in the Privy Council. The High Court upheld his 
contention that the state could not lawfully fix a quota for 
his Australian sales, so as to force him to abandon profitable 
markets in other states and send his fruit abroad. The 
Privy Coundl upheld his subsequent contention that the 
state could not lawfully expropriate his crop in order like¬ 
wise to force the surplus fruit off the Australian market. 
The High Court later applied this principle to the case of 
a Peanut Marketing Board in Queensland, set up on a 
compulsory pooling basis. The result was that the state 
was held to be powerless to control any part of a grower’s 
produce with which he could trade interstate. If a state 
that was prohibiting interstate dealings in a commodity, 
either in excess of a prescribed proportion or to persons 
other than a prescribed authority, could be said to be 
leaving interstate trade “ absolutely free ”, the constitu¬ 
tional charter, as the Privy Council remarked, might as 
well be torn up. 

What the states were unable to do for themselves, 
however, a remarkable interpretation of section 92, adopted 
by the High Court in 1920, enabled the Commonwealth to 
assist them to achieve. It was necessary, said the Court in 
McArthur v. Queensland, to give to the words “ absolutely 
free ” their ordinary natural meaning. This meaning 
was held to be “ free from all governmental interference ”. 
Once that meaning was conceded, it seemed to follow 
inexorably that the prohibition contained in section 92 
could not be addressed to the Commonwealth government 
at all, but only to the states. For the Commonwealth 
was given, by the constitution, express power to make laws 
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jx^pect to iBtetstate trade. It mmld be absurd to 
read tbe consthotion as saying in one place tbat intersuOe 
trade was to be subject to Commonwcaltii law and in 
another that it must be absolutely free from all goTeror 
mmtal interference on the part of the Commonwealth. 
What the constitution did forbid to the Conunonwealth was 
to discriminate between states in the exercise of the trade 
and commerce powers. 

Astonishing as this result is, it held the field for fifteen 
years in ^e High Court of Australia. The value of such 
an interpretation for marketing purposes is obvious. 
Under the constitution, trade and commerce powers are 
divided between the Commonwealth and the states, on the 
same basis as in the constitution of the United States—the 
Commonwealth having power with respect to overseas 
and interstate trade only, intrastate trade being reserved to 
the states alone. When, therefore, it was fovmd that the 
state marketing laws could not, by reason of section 92, 
validly control interstate transactions. Commonwealth 
assistance was sought. In the dried fruits industry, the 
quota method was restored, but under complementary 
laws both of the Commonwealth and of the producing 
states, the latter operating only upon transactions within 
the state itself, the former operating—^free of section 92— 
upon the interstate and overseas transactions. This was the 
scheme which was applied to dried fruits and butter, which 
Mr. James again attacked, and which the Privy Coundl 
has declared invalid. A still more elaborate form of 
regulation, on the same constitutional basis, was devised in 
1935 for the wheat industry, but has not been put into 
operation; it too is regarded as invalidated by the Privy 
Council’s decision. 

Despite the serious consequences, the Privy Council’s 
decision that section 92 is a prohibition addressed to the 
Commonwealth as well as to the states has been welcomed 
throughout the legal profession in Australia- Indeed a 
emmary decision would have been widely deplored as a 
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saixetider of pii&dple to expediency-. The iateiptetaiiioii 
adopted by the High Court in 1920 has never commended 
itsdf to Australian lawyers gcnei^y, and, though the High 
Court has followed the traditional British doctrine of 
precedent in adhering to its previous interpretation until 
overruled by the tribunal of ^al resort, a majority of the 
members of the Bench by which James’s caSe -was decided 
have expressed their individual views that the interpretation 
adopted in McArthur’s case was wrong. The judgment 
has materially strengthened the prestige of the Privy Council 
as a final court of appeal from Australia. 

In Jams v. Commonwealth^ as in recent Canadian cases, the 
Privy Council has attempted to preserve the recorded 
historic intention with which the constitution was estab¬ 
lished. But the circumstances under which section 92 
found its way into the Commonwealth constitution have 
made its subsequent interpretation a matter of exceptional 
difficulty. The principle involved, free trade among the 
constituent states, is an essential part of any federal structure, 
and the desire to secure interstate free trade, to put an end 
to the inter-colonial tariff warfare that cramped Australian 
life in the latter half of last century, to escape from “ the 
barbarism of borderism ”, was one of the most powerful 
factors that produced Australian federation. In the 
constitutions of the United States and of Canada the 
principle of interstate free trade is embodied in a more or 
less technical section prohibiting the imposition of financial 
imposts on interstate trade. In the Australian constitution 
the formulation is attractively categorical and sonorous ; 
“ Tfade, commerce and intercottrse among the states^ whether by 
internal carriage or by ocean navigation^ shall be absolutely free ”. 
A well-turned phrase, with a strong popular appeal, put 
forward by Parkes in 1891 as one of the six original bases for 
discussion at the first Convention. 

But “ free ” is a deceptive word—a literary chameleon. 
It tn^na different things as applied, for instance, to a dinner, 
to speech, and to a church respectively. To remove 
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amliigaity, one must say what it is that trade is to be £cee 
frm. Some of the ablest lawyers ia the Federal Gmvea- 
tions strove to do this, but the laymen would not have it. 
In &ce of this persistently and expensively litigated section, 
Australian lawyers recall ironically Reid’s optimistic 
declaration: 

The words have the further recommendation that no legal 
technicalities can be built up t^n them in order to restrict their 
operation. It is a little bit of layman’s language, which comes 
in here very well. 

The courts have striven ever since “ to explain the elliptical 
and expound the unexpressed ”, as Sir George Rich has put 
it in the High Court of Australia. 

Precisely what was in contemplation in 1900 is exceed¬ 
ingly hard to elucidate; the Convention debates present, 
as might be expected, a great many blurred or ragged edges 
on a subject like this. Probably it was freedom in the 
narrow fiscal sense that was envisaged—^freedom from 
financial imposts and from embargoes. Certainly nobody 
contemplated the wide rendering of 1920—“ free from all 
governmental interference ”. The Privy Council in James’s 
case has made a powerful attempt at a new interpretation, 
along a line that falls somewhere between these two. 
What section 92 predicates, their Lordships have said, is 
“ freedom as at the state barrier This is a formula which, 
as the Master of the Rolls himself said, is difficult and 
requires explanation. There will no doubt be judicial 
controversy about its scope hereafter. The immediate 
point, however, is the definitive conclusion that the power 
of the Commonwealth to make laws with respect to inter¬ 
state trade and commerce must be exercised so as to leave 
trade among the states “ absolutely free ”, in that sense. 

In all the industries in which there are, or can profitably 
be, substantial interstate transactions, the present marketing 
legislation has been rendered ineffective by the decision in 
the dried fruits case. On a voluntary basis, the existing 
organisation could certainly subsist. But that implies a 
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higher degree of organisation than any of the industries 
at present possess : the publicly-controlled schemes both 
for dried fruit and for butter grew out of the failure of 
previously existing voluntary schemes. Luckily for the 
community, a rapid rise in wheat prices has rendered un¬ 
necessary for the present any action to support the growers 
in that industry. The other two export industries immedi¬ 
ately affected-^ried fruits and butter—^may perhaps be 
able to carry on for a limited time on a voluntary basis. 
But difficulties are already beginning, and if the organisation 
breaks down the producers can only be assisted (as the 
constitution now stands) either by a return to the excise- 
and-bounty system or by a further depreciation of the 
currency. The alternative is for the Australian people, 
by an amendment of the constitution, to resume the power 
to regulate the marketing of primary products, whether in 
Australia or abroad, in the manner that seems to some or all 
of the Parliaments most fitting. 

It is tempting to take a high line, and rejoice that the 
wisdom of the fathers of the constitution has been vindi¬ 
cated. General prohibitions fettering the exercise of 
legislative powers are by no means rare in written constitu¬ 
tions, and the whole point of insetting them is to prevent the 
infringement of fundamental principle under the pressure 
of sectional interests or temporary exigencies. The 
preservation of interstate free trade means, and has meant, a 
great deal in Australian life, and the decision of the Privy 
Council does preserve it from infringement by the Common¬ 
wealth. The problem, however, cannot quite be solved 
along such abstract lines. 

At any rate where export industries are concerned, the 
problem presented is not at all the kind of situation that the 
fathers of the federation had in mind in laying down the 
categorical principle of interstate free trade. What they 
desired was to prevent the separate states from developing 
as separate and conflicting economic units. They wanted 
Australian production to develop as a whole. Marketing 
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on a state basis ate vety likely in feet to coa i tnroae o c 
tliis pjdndj^e and to attempt pxotecdon of die home 
duceis as against the producers in other states. But the 
attend, on the other hand, to secure by means of Common- 
'wealth action a home consumption price for Australian 
producers as a whole is precisely in line with the determina¬ 
tion that Australian trade shall be treated as a unit. 'Uic 
control of interstate transactions is merely an instrument 
by means of which marketing may be controlled on a 
national basis. 

That is why the declaration by the Privy Council that the 
Commonwealth is bound by section 92 raises such serious 
problems. The decision discloses a gap in the legislative 
power of the Australian people to control trade and 
commerce on a national basis, whether that power is 
exercised through the Commonwealth or through the 
states or through Commonwealth and states together. 
In these circumstances, the Commonwealth Government’s • 
decision to seek an amendment of the constitution is 
scarcely a matter to be deplored. 

The difficulties and hazards of the constitution-amending 
process in Australia are well known. The initiative rests 
with the Commonwealth Parliament, and a proposed amend¬ 
ment, in all its technical precision, has thereafter to run the 
gauntlet of a referendum, and requires not only ajnajority 
of votes in the Commonwealth as a whole but sdso a 
majority in a majority of states (that is, in four states out of 
six). The negations of inertia are widespread. An 
amendment which can plausibly be represented as put 
forward for party purposes has orily the slenderest chance of 
success. Fear of the Commonwealth, moreover, is still 
never far below the surface in state politics, and any issue 
that can be represented as an attempt by the Commonwealth 
to enlarge its powers starts from a long way behind scratch, 
more especially in the outlying and less populous states. 
In this patticukt instance, the Commonwealth Government 
hesitated a good deal before making up its mind to seek an 
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amendmettf. of the constitution, in oidet to permit marlcgfing ' 
schemes along the iamiliar lines, and to dose the legislative 
gap just tefeited to. 

Tlie prospects of the referendum (which is to be taken, it 
is understood, in February) do not at present look bright. 
Support from Labour might possibly have been expected, 
since die party is in prindple pledged to unification as the 
constitutional goal for Australia. In the Commonwealth 
Parliament, however, the party leaders have managed to 
find in the charge that the Government’s proposals are not 
far-reaching enough a technical ground for opposing them. 
The Labour leaders would have liked to secure, as the price 
for Labour support, an attempt to obtain from the people 
a general extension of the powers of the Commonwealth 
with respect to commerce and industry (with a 40-hour 
week particularly in view). Such powers have several 
times been refused, and if the marketing amendment is to 
have even a remote chance of success the Government has 
been wise in declining to couple it with any other proposals 
whatever. 

Ministerial supporters in the constituencies will no doubt 
be divided on this issue. The United Australia party 
contains strong conservative elements which distrust 
on principle as well as by interest any extension of govern¬ 
mental regulation of industry. The powerful private 
interests carrying on the marketing of a great industry like 
wheat are fearful of any amendment that would permit 
compulsory pooling schemes. In some cases, these interests 
reinforce state fears of Commonwealth aggression, and 
greatly stiffen the opposition to any amendment that may be 
proposed. The sentiment in favour of interstate free trade 
is still widespread, moreover, in spite of the powerful 
vested interests that have grown up in support of regulated 
madeeting. 

A referendum is usually thought to have stronger chances 
of Success if taken by a popular Government along with a 
geueral election. But only a strong Government will face 
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the ddb of such i union. On the othet hand, a Govern¬ 
ment that takes an isolated refetendum is certain to lose in 
prestige if the people reject its proposals. 

The success of Ae referendum of 1928, taken to validate 
the Financial Agrewnent, showed what could be done if all 
the State Governments could be committed to a proposed 
amendment. A meeting of the Premiers’ Conference was 
held in Adelaide in August, mainly in the hope of reaching 
some similar understanding, but without success. The 
Commonwealth, afraid not without reason of stimulating 
the latent jealousy of the states if it appeared to press for an 
amendment, gave no strong lead. The states in their turn 
were hopelessly at odds among themselves. New South 
Wales, Victoria and Queensland supported, the other three 
opposed, an attempt to secure a constitutional amendment. 

The task of drafting an amendment which will be at 
once legally sound and politically seductive has taxed the 
ingenuity of the Government. The formula announced 
has the merits both of brevity and of modesty. The 
proposal is to insert into the constitution a new section, 
after section 92, as follows : 

9 2A. Tlic provisions of the last preceding section shall not 
apply to laws with respect to marketing made by the Parliament 
in the exercise of any power vested in the Parliament by this 
constitution. 

“ Marketing ” is just now a word with a popular appeal, 
and likely to be “ understanded of the people ”; its legal 
scope, however, is not beyond dispute and will no doubt—if 
the necessary affirmative votes are cast—immediately be 
disjHitcd in the courts. 

The object of this limited proposal is to regain, but only 
for the purposes of regulating marketing, the freedom from 
section 92 that the Commonwealth was previously thought 
to possess. The amendment will leave untouched the con¬ 
stitutional division of trade and commerce powers between 
the Commonwealth and the states. The Commonwealth 
will acquire no power to control intrastate transactions. 
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Marketing schemes will still depend, as at present, on 
the willingness of the states to regulate the transactions 
witiiin their own borders. On the other hand, the amend¬ 
ment will not in any way enlarge state powers to imp aif the 
freedom of interstate trade by local marketing schemes -of 
their own. It is only that (to borrow a metaphor from 
Mr. Men2ies)if the amendment is carried the Commonwealth 
will have power, as before, by controlling interstate trans¬ 
actions, to supply the cement with which to unite the state 
bricks. 

During the referendum campaign, the real issues will only 
too probably be overlaid by a mass of relevant though 
secondary prejudices. The fundamental issue, of course, 
is the merit, if any, of maintaining an artificially raised 
home consumption price for the necessaries of life. But, 
even if that issue be conceded, others remain, quite apart 
from the issue of state rights—real enough in itself. It 
has been widely asserted, for instance;, that without any 
constitutional amendment at all, and merely by means of 
its excise-and-bounty powers, the Commonwedth can do 
everything that is necessary to protect the primary producer. 
The accuracy of this analysis needs careful examination. 
Many of those engaged in the present regulation of industry 
are convinced that a special home consumption price could 
never be maintained unless there were also power to regulate 
Australian sales. This view appears to be right. Even 
if it were wrong, the political objections to the excise-and- 
bounty system are very great. 

On the other hand, there seems to be considerable room 
for improvement in the mechanism of marketing control. 
To keep as many as possible of the producers on the land 
has been a matter of urgent national concern during the 
depression. It is said, however, that the existing methods, 
based on “ producer control ”, have led to the preservation 
of a good deal of marginal production, of a costly or 
inefficient kind. Such matters as these have been the 
subject, so far, of asseveration rather than examination, 
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the pemumence of the ptesent xehuioo of Austtsiifi 
to ^otld markets is assumed tathet than even araeUed. 
Upon all these issues, a cdtical democracy should demand 
enlightenment. The referendum campaign will be a real 
test of the political capacity of the Australian people. 


n. The Trade Diversion Pouct and Japan 

T he trade diversion policy, announced on May 22 last, 
raises in the sphere of external affairs, political and 
economic, even larger issues for the future of the Australian 
people. A summary account of the steps taken, and of the 
principal reasons advanced by the Government for taking 
them, appeared in the last number of The Round Table.* 
Present needs will be met by simply recalling the three main 
elements in the new policy; the diversion to England from 
Japan, by means of drastically increased customs duties, of 
a large import trade in textiles; the diversion from America 
to Australian home manufacture of a large trade in motor 
car engines and parts; and the diversion from “bad- 
customer countries ” (chiefly the United States) to " good- 
customer countries ” (mainly European) of a substantial 
amoimt of imported manufactures. The technique of the 
two later diversions has been to prohibit the importation 
of the goods concerned, save under licence from the 
Minister. 

These steps may fairly be regarded as committing 
Australia wholly, for the time being at any rate, to the 
prevailing policy of economic nationalism, trade restric¬ 
tions, quotas, bargains between governments. Obviously 
enough, because of her external indebtedness if for no other 
reason, the Australian economy cannot be self-contained. 
The question then is, where is Australia to find her comple¬ 
mentary units. The policy of May 22 answers this question 
emphatically, in an imperial sense. Readers of The 
Round Table will be familiar with this theme. The 
* No. 104, September, 1936, pp. 843-8. 
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Oetam agxecinents wcic a dear csjwepoii of it, and it i 
tbite cj|tfessed by Mr. Amety: 

It is indeed one of the apparent paradoxes ^of modem economi 
devdopment that while me whole conception and structure c 
the modem state imply a policy of economic nationalism, th 
technical developments of modem production all demand so wid 
a range of varira natural products, so large a market to secui 
the maximum efficiency of mass production, so powerful a hnar 
dal basis, that few of tne existing countries into which the worl 
is divided constitute economic units adequate to modem cor 
ditions. The solution of the paradox lies not in flying in th 
face of the whole tendency of modem thought in order to restoi 
a nineteenth-century internationalism, nor in acquiescing in th 
stifling of progress by existing national boundaries. It lies i 
widenmg those boundaries by bringing together nations i 
groups Targe enough to satisw the tecnnicaY requirements c 
modern production, and yet also suffidently held together b 
some cotrunon ideal, some permanent co-operative purpose, t 
enlist the forces of economic nationalism on their beh^. . . 
For us that wider basis, political and economic, is already givei 
The British Empire, with the outer drcle of economic or politic 
dependencies which are, or may yet come, within its orbi 
provides, for us at least, our namral starting point and the obiei 
of our main endeavour during this next phase of the world 
development.* 

But is this policy sound for Australia to-day ? Funds 
mentally, the criticism of the trade diversion policy noA 
making itself slowly manifest is that it is neither economic 
ally expedient nor politically safe for Australia to adop 
towards the countries of the northern Pacific the attitud 
which the new policy implies. 

Misgivings along these lines were widely felt in Australi 
as soon as the new policy Vas annoimced, and they have nc 
since been lessened. The volume of overt criticism, how 
ever, has so far been almost incredibly small. The news 
papers, even where not supporting the Government, hav 
at least been reticent, the graziers for the most part un 
convinced but not vocal. Partly, no doubt, this apparen 
complaisance is due to pressing party-political considers 
tions. The only eflfective alternative to the presen 
* The Forward Vow, pp. iii, 115. 
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Government would at the moment be a Labout Govern¬ 
ment, and the shadow of Mr. Lang has kept many critics 
silent. 

There have been other considerations operating as well, 
notably the request made by the Prime Minister that 
interested parties should “ keep out of the ring So 
dramatic have been the Government’s moves, so skilfully 
have suggestions about defence been introduced, so sedu¬ 
lously has an air of mystery been preserved, that the plain 
man feels, almost in spite of himself, that there is a great 
deal mote in this business than meets the eye. It will be 
remembered that the Government announced the new 
policy, without warning and without opportunity for 
discussion, only a few hours before Parliament adjourned 
for the winter recess. In informing the people later of 
developments in the trade dispute with Japan, the Prime 
Minister has twice used an instrument of propaganda un¬ 
precedented in Australia—a broadcast over all networks in 
Australia. These tactics have produced a considerable 
impression, but, in periodicals and in pamphlets, reasoned 
criticism is growing in volume. 

Parliament reassembled early in September, but the 
Opposition has been in some difficulties about launching 
any effective challenge. To begin with, the trade diversion 
involved the promise of a very considerable expansion of 
employment in Australian secondary industry; in addition, 
an Australian Labour member would inevitably find him¬ 
self in an unenviable position in defending the entry into 
Australia of goods produced by workers under less favour¬ 
able wage conditions and on a longer working week. 

In some quarters the trade diversion policy was regarded 
as a far-sighted measure, calculated to induce in Japan a 
greater willingness to accept the import restrictions that the 
Austrdian Govermnent had proposed during the previous 
negotiations. Certainly no realist could have expected any 
immediate result of the kind. The immediate result was, 
in fact, Japanese retaliation, as was to have been expected. 
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The Japanese wool-buyers began it by, boyoottkig the^ 
Aastnilkn sales. Then on June 25 an official Japanesd 
ordinance prohibited the import into Japan, save under 
licence, of wool, wheat, flour and starch, and imposed a 
50 per cent, cd valorem surtax on a number of other com¬ 
modities usually imported from Australia. > The list 
included meat, butter, condensed milk, leather, animal fat 
and casein. Whereas the Australian customs duties were 
not to come into full force until December i, these customs 
increases were to operate immediately. 

The next move came from Australia, in the shape of a 
regulation, issued on July 8, prohibiting save under licence 
a wide range of imports from Japan. The Prime Minister 
explained that this action was not taken in any “ retaliatory 
or punitive spirit ”, and he accompanied it with an offer to 
resume negotiations on the basis of a suspension of the 
measures taken on both sides, with the exception of the 
Australian tariff alterations of May 22. This was not very 
promising diplomacy. The Japanese Chamber of Com¬ 
merce in Sydney urbanely remarked that: “a sporting 
people will readily realise that Australia thus suggested 
compromise whilst she retained a hammer lock on Japanese 
trade ”. In the alternative, Mr. Lyons offered to resume 
negotiations whilst leaving all the recent measures to their 
operation. This offer was accepted, and negotiations so far 
abortive were resumed. The exact proposals and counter¬ 
proposals do not appear to be known. The Ministry has 
denied a report from Tokyo that the Japanese Government 
offered to barter cottons and rayons for wool. 

In the meantime the wool sales have been proceeding. If 
the Japanese had hoped for any dramatic slump in prices 
they were disappointed. On the other hand, it is idle to 
pretend that the market has been unaffected, though how 
much it has been affected is very difficult to estimate. 

The Prim^ Minister has put the issue as one that “ in¬ 
volves our right to legislate, as we may decide, upon our 
own domestic affairs, and touches our right to trade as we 
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wish within the Bdtish Etnjute Ihat is a strong «ioii^ 
point in itself, though of course it is a boomenu^ atgomoat,,. 
and if pressed makes all tarifT discussions useless. A&cr 
all, Japan is doing to Australia exactly what Australia is 
herself doing to the “ bad-customer coimtries ” with whom 
she has an unfavourable trade balance. The whole point 
of negotiating trade treaties is precisely to modify the 
manner in which each coimtry shall exercise its admitted 
rights. 

In any case the insistence on Australia’s right to follow 
this particular policy determines nothing whatever as to the 
merits of the policy itself, in Australia’s own interest and 
in that of the Empire. The dilemma in which the Govern¬ 
ment has found itself should be clearly realised. On the 
one hand, it has been trying to negotiate, as against South 
American and European competitors, for a larger share of 
the British import market in meat and in other foodstuffs. 
In that negotiation, Australia’s bargaining counter has been 
the offer to regain for British textiles, at Japan’s expense, 
a larger share of the Australian import trade. But the very 
act of making such an offer impairs the success of Australia’s 
efforts to find in the northern Pacific an expanding market 
for meat, flour and wool, particularly for wool. Australia 
loses, perhaps, whichever way she chooses. 

That means she must choose in the light of the_long- 
distance factors. Possibly not all of them are known to the 
general public. But those which are known weigh, on 
balance, against the particular arm of the dilemma that the 
Government has chosen. The strenuous effort being made 
to increase British home production and to make the 
Mother Country more nearly self-sufficient in foodstuffs 
suggests strongly that Great Britain cannot continue to 
offer an expanding market for Australian produce. The 
East can. But the trade diversion policy not only produces 
immediate dislocation of that market, it threatens ultimate 
contraction of it, in wool especially. 

Arguments for this part of the trade diversion policy 
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Isased on ^feace aeeds are disturbing ba|i not altogetber 
omxvindog. To provoke t^e antagonism of Japan is not^ 
obviously at any rate, the best service that Australia can 
render Great Britain and the rest of the British Common- 
wealdi. The British Government is reported as having 
disclaimed all responsibility for the introduction of the new 
policy, and the repercussions of Australia’s action may 
perhaps cause some embarrassment to Great Britain herseLf 
in the East. There seems to be some ground for thinking 
that the diversion of trade may help Lancashire rather than 
Great Britain, and even that, taking a long view, its advan¬ 
tages to Lancashire are dubious. If the reports are correct 
that the future of Lancashire depends on courageous 
reorganisation and re-equipment within the cotton industry 
itself, the present concessions may well be on a wrong basis 
altogether. 

One aspect of the new policy has been adversely com¬ 
mented upon, and never seriously justified. The Common¬ 
wealth Government has, over a term of years, been building 
up a tariff system based on a soimd technique of expert and 
impartial investigation by the Tariff Board. The introduc¬ 
tion of the licensing system, the imposition of new tariffs 
upon Japanese textiles, and upon motor engines and parts, 
took place, so far as the public is aware, without any prior 
consultation whatever with the Tariff Board. When 
questioned, the Government’s answer in each case was 
simply that this was “ a policy of trade diversion ”, and fell 
outside the scope of the Tariff Board’s operations. Upon 
this the Ritchie Professor of Economics in the University of 
Melbourne remarked that “the Government appears to 
have exposed the whole structure of our tariff policy to the 
vagaries of future political expediency, and the log-rolling 
of interested parties ”. 

Australia, 

October 1936. 
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I, The Political Outlook 

I N the last number of The Round Table * reference was 
madetothe impending electionsfor the provincial councils 
in the four provinces of the Union as being likely to furnish 
an important indication of the political strength of the 
Union Government throughout the country. It is true 
that these elections are nominally concerned with provincial 
rather than with general political issues. But they were 
contested purely on party lines, and, as this was the first 
occasion since the formation of the United patty Govern¬ 
ment on which the people throughout the Union have 
been able to- cast their votes on general political issues, the 
anticipation expressed in the article referred to—that these 
elections would be regarded by all sections as a preliminary 
trial of strength in anticipation of the parliamentary elections 
due in 1958—was fully realised. The results, however, 
in the Transvaal and Orange Free State—the only two 
provinces in which the elections have already taken place— 
have been far more favourable to the United party than 
even its optimistic supporters had hoped for. 

In the Transvaal the Dominion party confined itself to 
contesting seats on the "WitwaterBrand. Its candidates 
stood in 13 of the 23 constituencies in that area, but only 
one was returned, and he by a narrow majority of 28 votes, 
in Colonel Stallard’s own constituency. The Labour 
party, as was anticipated, was more fortunate, and suc¬ 
ceeded in carrying six seats, but this, in view of the splitting 
of the anti-Labour vote by Dominion party candidates, 
must be regarded as a very moderate performance. In the 
* No. 104, September 1956, p. 857. 
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country districts the only opposition to the United party P 
came from the followers of Dr. Malan. The result in their ' 
case was equally disastrous, as only two candidates were 
returned, by majorities of 25 and i respectively. In the 
latter case the successful candidate has resigned, in view of 
an impending election petition. The new council therefore 
consists of 48 United party members, 6 Labour members 
and one each of the Dominion and Malanite Nationalist 
parties. 

The results of the Transvaal election in themselves would 
thus appear to be a remarkable expression of confidence 
in the United party Government. This, however, must to 
a certain extent be discounted by two considerations : 
first, that the election was after all a provincial and not a 
parliamentary election; and, secondly, that the poll was a 
small one, as not more than 50 per cent, of the registered 
voters recorded their votes. On this point it is claimed 
by supporters of the United party that, as the Opposition 
parties were the attacking force, and had chosen the 
occasion to test the feeling of the electorate, the apathy, 
which led to so large a proportion of the voters neglecting 
to vote, would naturally be more in evidence on the side 
of the defence. However that may be, the fact remains 
that, in so far as the elections in the Transvaal were used 
as a challenge to the strength of the Government, their 
position remains unshaken. 

In the Orange Free State the polls were larger than in 
the Transvaal—almost up to the normal percentage of a 
parliamentary election. Great hopes were entertained by 
the dissident Nationalist party of their prospects in the 
Orange Free State, and the belief was widely held that the 
popular vote in that province had definitely turned against 
the United party. The result of this provincial election, 
however, does not give ground for that belief. In 
the outgoing council the United party had 18 seats, the 
Nationalists 6 and the Central party—a resuscitation of the 
patty founded by the late Mr. Tielman Roos—one. In 
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this dection the United patty won the Centcal patty scat 
and two Nationalist seats, wMe the Nationalists won two 
United party scats, so that the new council consist of 29 
United party members and 6 Nationalists—a result which 
again (in so far as inferences can be drawn from it) shows 
an unshaken position for the Government party. 


II. The Ukion and its Neighbours 

T he Qty of Johannesburg has been celebrating the 
fiftieth anniversary of its birth. Foundation would be 
an inappropriate word; for the people who gathered fifty 
years ago on that bare upland of the high veld, to explore 
the possibilities of an outcrop of gold-bearing reef, had 
little conception of the miles of streets and buildings that 
cover that ground to-day. To commemorate this anniver¬ 
sary an Empire Exhibition has been opened, to display 
the products and industries of South Africa, its scenery, 
life and inhabitants, together with exhibits from Great 
Britain and other parts of the Empire. Attracted by this 
unique occasion have come visitors from Africa outside 
the Union and from oversea, and the opportunity has been 
taken of holding conferences of persons from different 
parts of the sub-continent interested in particular move¬ 
ments or associations. 

The most important of these was a conference of African 
Governments south of the Equator invited by the Union 
Government to consider common problems of transport 
by land and air. The Belgian Congo, the Portuguese 
colonies of Angola and Moxambique, the French colony of 
Madagascar, the British colonies of Uganda, Nyasaland, 
Kenya and Northern Rhodesia, Southern Rhodesia and the 
mandated territory of Tanganyika were all represented by 
Governors or their deputies with their technic^ advisers— 
in the case of Southern Rhodesia by the Governor, the 
Prime Minister and the Minister of Mines. This is the 
latest and most important of a series of conferences of 
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t^^ibaadfig AMcan States and coloni^ by which the'^ 
Union GoTenunent has been endeavoujdng to bdng about 
dos6t co-opetation and a better mutuai understanding 
in matters of common interest—^for instance, postal 
services, or public health regulation. 

This kst conference on transport was Of wider scope, and 
brought together for the first time the actual heads (or 
their representatives) of the respective States and territories. 
The conference, after its formal opening by the Governor- 
General, set up two technical committees for air and land 
traffic respectively, and these, after a few days* delibera¬ 
tion, produced unanimous reports. In view of the diversity 
of conditions prevailing in the various territories it was not 
to be expected that agreement would be reached, or sought, 
on matters of detailed administration. On such matters 
an interchange of views and comparison of conditions was 
welcomed and appreciated. On two important matters 
of railway administrative policy, definite resolutions were 
taken—one that the standard track gauge should be the 
three-feet-six-inches gauge, on which so much of the 
African railways have already been laid, and that rolling 
stock and other equipment should be planned on that 
basis, and the other that common policies should be 
adopted to meet road transport competition and co¬ 
ordinate roads with railways. In the field of air transport, 
resolutions were taken for the demarcation and equipment 
of international air routes. 

But more important than these practical resolutions was 
the unanimous recognition of the permanent value of the 
new principle of consultation and conference. A per¬ 
manent secretariat was established, as a centre for the 
acquisition and circulation of information among the 
parties to the conference, and for the formulation and 
discussion of new suggestions. It was also decided that 
this conference should again be called together in 1940 at 
Lourenjo Marques. 

In this way a beginning was made of what may be a very 
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fruitful development for peace and advancement in soutliem 
Aftica. 


ni. The Native Trust and Land Act 

E arly in June 1956 the Native Trust and Land Bill 
passed its third reading in the Union House of Assembly. 
It received the imprimatur of the Senate immediately after¬ 
wards, and has now become the law of the land. 

The Land Act is one of the trilogy of measures by which 
General Hertzog has proposed to lay down the native 
policy of the Union, for this and succeeding generations, 
on the basis of segregation. These measures are, firstly, 
the Natives’ Representation Act, which has segregated the 
Bantu politically from the rest of the population; secondly, 
the Land Act, which seeks to provide for the territorial 
segregation of the rural natives; and, thirdly, a measure 
(amending the Urban Areas Act) which will regulate the 
terms on which natives are to be admitted to and live in the 
towns of the Union’s “ European ” areas. This third 
measure is still in process of elaboration. 

The Representation of Natives Act has already been 
fully dealt with in The Round Table.* So have certain 
aspects of the Native Trust and Land Act.f It is the object 
of the following pages to give an account of the measure 
as a whole, dealing summarily with the aspects already 
discussed. 

The Land Act falls into two main parts. The first part 
deals with the extension of the Union’s over-populated 
native reserves, in order to make room, not only for the 
natives’ natural increase, but also for the “ redundant ” 
natives who will be compelled to leave the European urban 
and rural areas in the interests of the segregation policy. 

* No. 100, September 1955, p. 725; No. 102, March 1936, p. 414; 
No. 103, June 1936, p. 528. 

t No. 100, Septeniber 1935, p. 723; No. 102, March 1936, p. 416; 
No. 103, June 1936, p. 535; No. 104, September 1936, p, 832. 

^ those whose services arc not required by the Europeans as 
labourers. 
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THE NATIVE TRUST AND LANp ACT 

This part of the Act has already been discussed in The 
Round Table. Briefly, it provides for the setting aside of 
certain “ released areas ” where, in addition to the existing 
reserves, native land-holding will in future be legally 
recognised.* European landholders in the released areas 
may be bought out by the natives or by the Government; 
and, as a last resort, the Government has reserved to itself 
the right of expropriation. When in the course of time 
(and the time is certain to be a long one) all the Europeans 
in the released areas have been bought out, the existing 
10.4 million morgen f of native reserves will have been 
increased to 17.7 million morgen, which is 12.3 per cent, 
of the total area of the Union. The land held by natives in 
this reserve is to be vested in a trust (the South African 
Native Trust) and the trustee is to be the Government of the 
day, that is to say, a Government elected almost exclusively 
by the Europeans. 

The second part of the Act deals with natives who live 
on European-owned land. There are three classes of such 
natives : firstly the “ squatter,” who hires land on terms 
other than labour services; secondly the “ labour tenant,” 
who is allowed by the landowner to sow and graze cattle on 
his land in return for specified labour services by himself and 
his family; and thirdly the ordinary labourer, who works 
for wages. The Act deals with squatters and labour 
tenants : it seeks to eliminate the former and to reduce, on 
certain farms, the numbers of the latter. 

This type of legislation is nothing new in South African 
history, at any rate as far as squatting is concerned. From 
the days of the Great Trek onward, Boer Volkraads, and 
the Legislatures of British colonies as well, have sought to 
limit the number of natives living on European farms to 
such as were genuinely required by the farmer to work his 
land and tend his live-stock. In the “ liberal ” Cape Colony, 

* Some 400,000 natives already live in the released areas. 

f One morgen = acres. The area of the Union is about 
X4},000,000 morgen. 
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for cjQunpie, a whole scries of “ Locatkai ” Acts vere 
passed during the latter part of the nineteenth century w^hose 
aim was to get rid of the squatter, either by taxing him out 
of existence or in other ways. Since Union a number 
laws have had a similar objective. Thus the Land Act of 
1915 (which the courts ruled to be not applirable to the 
Cape Province) sought to prevent farmers from allowing 
any new squatters on to their farms, the intention being to 
let the system gradually die out. Again, the Native Service 
Contract Act of 1932, which affects the Transvaal and Natal, 
imposed a tax of £5 on every adult male squatter in any 
district where the Act was proclaimed. (So far the Act 
has been nowhere proclaimed, and it is now superseded, 
with respect to squatting, by the Native Trust and Land 
Act.) 

The Land Act of 1936 does, however, differ from its 
predecessors in a number of ways in respect of its squatting 
and labour tenant provisions. For the first time it applies, 
or rather enables the Government to apply, a uniform system 
to the whole country. The squatting provisions, taken by 
themselves, do not make the native’s position any worse 
than it has been since 1932. But these provisions should 
be read in conjunction with other clauses of the Act, which 
will in future take away the right hitherto still enjoyed by 
certain natives, namely, those of the Cape Province, to 
purchase or lease land anywhere in that province. The 
uniformity introduced by the labour tenant provisions 
involves more important changes which will be discussed 
presently. 

One of the great merits of the Act, in the opinion of its 
supporters, is that it will put an end to “ Kaffir farming ” 
in the midst of Europeans. Kaffir farming means the 
cultivation of the soil (and its exhaustion) by primitive tribal 
methods and its stocking with the worst description of 
scrub cattle. Progressive farmers have undoubtedly a 
strong case when they urge that European areas should 
be protected against tHs kind of farming, and against the 
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^^uioyances that result €tom the cl9se proximity cm '' 
the soil of advanced and backward peoples. But the 
natives may fairly claim that they should nofbe driven from 
what is, in many cases, the land of their ancestors withcjut 
some real qmdpro which it is extremely doubtful whether 

the administrators of the Act will be able in all (perhaps even 
in most) cases to provide. What is more, there are some 
progressive farmers among the natives also (though their 
numbers may be few) and more who have it in them to 
become progressive. There does not seem to be much 
hope for these people, unless some separation is effected 
•between them and their more primitive brethren, and they 
arc given a chance to acquire substantial holdings. 

Let us now consider the more important details of the 
squatting and labour tenant section of the Act. It should 
be noted that this section has not come into force with the 
passage of the Act. The Government has reserved to 
itself the right to determine when and in what districts (or 
portions of districts) the section shall take effect. It, may 
also determine which clauses of the section shall operate in 
any particular district. What follows is a description of the 
effect on a district of the application to it of the whole 
section. 

First, as regards squatting, a progressive tax will be 
imposed on the landowner, starting from los. per adult 
male squatter in the first year and rising gradually to 
in the tenth and subsequent years. Thus will the squatter 
be eliminated, not only from the surplus land of bom fide 
farmers, but also from large areas held by companies for 
the sole purpose of collecting tents from the natives, 
especially in the Transvaal. Such areas, together with a 
certain amount of crown land at present occupied by 
natives, will then become available for European settlement. 
As regards labour tenants, the section will operate as 
follows. In every district to which the section is applied 
a Labour. Tenants Gjntrol Board will be set up, consisting 
of an officer of the Native Affairs Department as chairman 
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and two landowners farming in the district. (In the Cape 
Province the Divisional Councils will perform the functions 
of the Boards). At the request of the Government or of 
six landholders in the district the Native Commissioner 
must summon before the Board any farmer named in such 
request, who will then be required to show cause why the 
number of his labour tenants should not be reduced. In 
calculating the number of labour tenants a farmer may need, 
the Board will assume that each of his labour tenants works 
for him at least six months in every year. In 1932 the 
Native Service Contract Act did its best to extend the three 
months’ service customary up to that time to six in the- 
Transvaal and Natal. The six months’ service, which 
may be spread over the whole year, is now apparently to 
become general throughout the country. Similarly the 
penal sanctions of the Masters and Servants Laws, which in 
1932 became applicable to labour tenants in the Transvaal 
and Natal, are now to become applicable to them through¬ 
out the Union. 

What will happen to the displaced squatters and labour 
tenants ? Clause 37 of the Act lays upon the Government 
the duty of accommodating these people in the areas set 
aside for the natives. The wording of the clause would 
seem to suggest that all natives who are ejected from the 
land on which they live will be thus provided for. But 
there are certain indications that this may not, in fact, be 
the intention of the Government. In the House of 
Assembly the Minister of Native Affairs refused to accept 
an amendment designed to compel the Government to see 
that adequate provision was made for a native before he was 
displaced under the Act. Again, the Prime Minister gave 
anxious rural members the assurance that they need not 
“ fear anything where you have to do with labour requited.” 
Some members, particularly members from the Transv aal^ 
quite obviously regarded the section we are discussing as a 
means of a better distribution of the native labour supply 
among the farmers. As one of them put it, “ There is an 
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op|>o£tximt7 to make the native mote eniployable than is the ^ 
case to-day.” If an appreciable number of displaced natives 
are going to be thrown on to the rural labour market to 
satisfy the need of certain farmers for more cheap labour, 
the condition of the rural labourer may very well become 
further depressed. 

A word may be said about the passage of the Act through 
Parliament. During the course of the debate on the 
second reading General Hertzog made the important and 
welcome announcement that £10,000,000 would be made 
available within the next five years (and further sums if 
required thereafter) for the purchase of land for natives in 
the released areas. But to enable natives to purchase land 
will not be enough : the Government will have to tell the 
country what it proposes to do to forestall the development 
of those “ desert conditions ” in the native areas to which 
the Native Economic Commission drew its attention a few 
years ago. If it proposes to vote money for this object on 
the scale that befits the magnitude of the problem, it will 
certainly encounter opposition. As it is, the bitterest 
parliamentary opposition to the Government’s programme 
of rural segregation was directed by the Nationalists at the 
£10,000,000 set aside for land purchase. Their attitude 
drew from the Government the retort that it was no good 
paying lip service to the policy of segregation unless you 
were going to provide the means of making it effective. 
For the rest, the Land Bill encountered little real opposition, 
and it was finally passed almost exactly in the form in which 
it had emerged from the Joint Select Committee of the 
Senate and the House of Assembly in 1935. General 
Hertzog can claim with truth that his coalition with General 
Smuts has enabled him to carry through the most important 
aspects of his native policy. 

Union of South Africa, 

October, 1936. 
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I. The Budget 


L ABOUR’S first budget was presented on August 4. 
Its essential figures may be thus summarised : * 


RiPe/iue 

Taxation .... 

Interest receipts 

Other receipts 

1936-7 

BsHmatts 

£ 

26,017,000 

2,3 20,000 
2,530,000 

5^1^ 

i. 

21,556,415 

2,721,446 

1,894,506 


;C31,067,000 

£26,172,367 

ExpenJiture.^ 

Debt services .... 
Exchange .... 

Transfer of highways rev^w . 
Other permanent appropriations 
Annual votes: 

Social services 

Other votes. 

9,259,000 

1,45 5,000 

2,512,000 

618,000 

10,502,000 

6,658,000 

9,545,954 

1.593,556 

2,107,406 

701.552 

7,756,212 

4,385,907 

Total, main estimates 

30,804,000 

25,890^567 

Cost of reducing working hours 
in various state services 

Other supplementary estimates . 

150,000 

100,000 



£31,054,000 


Surplus 

Unemployment levy and tax 

13,000 

4,210,000 

281,800 

3,920,026 


The budget contained little that was unexpected. It 
provided for public works this year to the extent of 
* For the previous year’s hgunrs* The Round Table, No. ioi, 
December 1935, p. 112. 

t Supplemental estimates brought down in Oaober provide for 
ad^tionu expenditure to the extent of £ 1 , 71 ^, 199 . 
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^xc,45fp^ooo—<}f Which sum £4,510,000 udll t:ome fiom 
tevienue. The bsJance will be l^rtowed “without any 
loan issue to the public **: ptesumably it will come from 
iminvested dq>artmental hmds. Mr. Nash hopes that 
“ additional ordinary expenditure ” to the octent of some¬ 
thing like £3,000,000 will be met by the buoyancy the 
revenue without increase in taxation. But the budget 
also provided for generally increased pension rates, with 
the important addition of an invalid pension of £i per 
week; and the income and property qualifications have 
be«i liberalised. “The principle guiding the Govern¬ 
ment ”, said Mr. Nash, “ is that a first charge on the national 
income should be the care of the aged and the ailing.” 
The pensions bill will thus be increased from £3,770,000 last 
year to £3,480,000. The necessary funds are to be obtained 
by increases in income tax (estimated to produce £1,000,000), 
and by the re-introduction of the graduated land tax 
(estimated to produce £800,000). 

The new land tax is to be at the rate of id in the £ on 
taxable values up to £3,000, rising to 6d in the £ on taxable 
values of £45,000 or more. The purpose of the tax is 
apparently two-fold: to raise revenue, and also “ to obtain 
for the community the values created by it ”. The meaning 
of this last phrase is not very clear. The new tax is one 
of the means by which the Government hopes to prevent 
speculation, and, if necessary, take for the state unimproved 
values “ created by the community ” in the past or in the 
future,* 

The new income tax differs from the old in that the rate 
of graduation becomes more uniform, and the general 
exemption of £210 (plus the usual exemptions in respect 
of wife, children, etc.) will be deducted from every income 
before tax is levied. On the balance of “ earned ” income, 
taxation will be at the “ basic ” rate of is. 8d in the £, 
rising with every £ of additional income to a maximum 

* The object of the old graduated land tax was to break up big 
estatea. 
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(reached with a tamble income of ^8,950)^ 
Company income tax rises from is. in the £ to a maximum 
of 7s. 6d in the on incomes of £8,950 and over. The 
normal rate of tax on income from debentures is 8s. ad 
in the £. “ Unearned ” income will (as in the past) be 

taxed 35 J per cent, higher than “ earned ” income. The 
tax payable under the new rates will be substantially larger 
than last year : an average increase, it is said, of 20 per cent. 
As in the case of the land tax, this increase in income tax 
appears to have a double purpose: to raise revenue, and 
to re-distribute purchasing power—^for the Government 
insists that the increased revenue is, as it were, ear-marked 
for pensioners. In the words of Mr. Armstrong, Minister 
of Labour, 

wc arc taking from the people with any amount to spare in order 
to relieve distress among the ranks of people who have been living 
for years on the poverty line. The higher pensions arc a complete 
justification for the increased taxes on people who are well able to 
pay. 

On the whole, the budget was well received. Admit¬ 
tedly it increased direct taxation to a very high level and 
was criticised accordingly. Some go so far as to say that 
the Government's object is gradually to squeeze out private 
enterprise so as to clear the way for state industrial and 
commercial activities. All the same, Mr. Nash’s budget 
was financially orthodox, and it was of a familiar type; 
“ Generally speaking ”, said the Christchurch Star-Sm, the 
budget “ is the kind of statement that might be expected 
from any orthodox but rather extravagant Finance Minister 
in boom times.” 


II. Mr. Nash and Social Credit 


O NE sign of Mr. Nash’s “ orthodoxy ” was the 
virtual absence from his budget of any reference to 
the use of “ public credit ” and “ debt free money ”. 
These terms still have considerable political significance. 

224 



MR. NASH Am SOOAL <31EDIT 

U is wdil koown that Social Cxedit scypphtticts inkfcd ^ 
impoi^^ part in Labcmt's victory, iind tliat there is a* 
group in the party caucus and in the Qhinet th^ favours 
“ public credit ” policy. At times there have been runjours 
of internal dissensions that might depose Mr. Nash in 
favour of someone more “ Douglas minded However, 
to all appearance he is at present firmly in the saddle, and 
his views dominate Labour’s financial policy. 

Mr. Nash, since becoming Minister of Finance, has 
sketched in firm outline his views on the use of public 
credit. On June 3 he rejected a suggestion that non- 
interest-bearing securities should be used “for state 
purposes ”, substantially on the ground that such a policy 
would dislocate existing financial machinery. His desire 
was to use that machinery rather than to destroy it,* 
Again, his views were further explained in a debate on 
August 12. “ An expanding economy ”, he said, needed 
a corresponding expansion of credit. His Government 
had deliberately embarked on a policy of expanding 
“production up to the limit set by the needs of the 
community ”. If the “ capital wealth ” necessary to 
finance this expansion were not forthcoming from savings 
(“ which constitute obviously the best source ”) or t|p^ipn, 
it would be provided by expansion of bank credit. The 
rule governing such expansion would be “ that there would 
be £i worth of goods or services behind every £1 of extra 
credit created ”. By this means the dangers of inflation 
would be avoided; in fact he seemed to argue that inflation 
would be impossible so long as the object and effect of 
credit expansion was to enable human labour to convert 
raw materials into “ usable and desirable commodities 
He added that this was “ standard orthodox economics 

Those outside the Labour party f€el some apprehension 
about the matter, and await practical examples of the 
Minister’s-policy. So far the only example to hand is the 
Government’s housing scheme. On September 9 Mr. Nash 
* See The Round Table, No. 104, September 1936, p. 871. 
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artangem^ had hexm ccHoqitod vidi 
Reserve for the advance of £}t50Ot00i> during die 
next la months.* This vsrill be spent either dkeedy hy 
the Ministry of Housing (under Mr. J. A. Lee, Patlk- 
mentary Under-Secretary to the Minister of Hnance) of 
through building loans to local bodies. The resulting 
houses will be “ high grade, reasonably priced residences, 
grouped in accordance with the best town-planning 
principles The terms of the loan from the Reserve 
Bank are not disclosed; but it will presumably be repaid 
by the rent drawn from the new houses. 

Whether Mr. Nash is orthodox or not there is little 
doubt that he can give his plans a fair trial. It has 
already been explained in The Round Table how the 
Reserve Bank has been armed with the most extensive 
powers and placed strictly under Ministerial control.f 
In case “orthodox” financiers should prove obstructive, 
Mr. Nash has potential control over the policy of such 
financial institutions as the Post Office, State Insurance 
Offices, and the State Advances Corporation. And finally 
there is the Bank of New Zealand. This bank conducts 
neatly half of New Zealand’s ordinary banking business 
and four of its six directors are nominated by the state. 
In the past the state iias normally had no particular banking 
policy, and its nominees have in fact adopted the same 
general “ orthodox ” policy as the other trading banks. 
In March, however, two government nominees. Sir 
Harold Beauchamp and Mr. Olivet Nicholson, retired from 
the directorate in the ordinary course. They have given 
the bank long and faithful service, and have been repeatedly 
re-nominated to the directorate. In their place the Govern¬ 
ment appointed two men of a younger generation, a pro¬ 
fessional economist (Ain D. O. Willies) and an Auckland 

Ihe Second Finance Bill, introduced on October 7, raised this 
figure to £j ,000,000. 

•f Sec The Round Table, No. 105, June 1956, p. 649; and No. 
104, September 1936, p. 8(ii. 
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biXBaice5$ man (Mr. H- J. Kdlil»er).y iWtJicr, the J«d,f 
fiauD^ Act ptovides that the reaaaifiiag govcmmttd 
directors will retire on March 31 next, r 
'Presumably the new directors will be men in broad 
Sympathy with the Government’s policy; and thus will 
be completed a formidable array of institutions under 
government control. In these circumstances the personal 
character and ability of Mr. Nash have considerable 
political importance; for it is widely felt that they give a 
valuable safeguard against extravagant use of the Govern¬ 
ment’s power. 


III. The Guaranteed Price 

D uring his budget speech Mr. Nash at last an¬ 
nounced the guaranteed price for dairy produce.* 
It is to be 117s. 3d (N.Z.) per cwt f.o.b. for finest creamery 
butter. As previously atmounced, however, this “ basic ” 
price will be somewhat varied according to the precise 
quality of the butter and cheese supplied. The govern¬ 
ment will pay for the finished product, but the farmers (and 
the country) think generally in terms of the price paid by 
factories to farmers per lb of butter-fat. It is generally 
calculated that the average factory pay-out will be ap¬ 
proximately IS, id (N.Z.) per lb of butter-fat to butter 
factory suppliers, and is. z^d (N.Z.) per lb of butter-fat 
to cheese factory suppliers. Mr. Nash explained that the 
Government had faithfully carried out its policy. The 
price was based on average prices for the past 8 or 10 years 
“ pluk something more ”, and it included an allowance for 
rising costs. He added that the marketing would be 
carried out in London as usual through Tooley Street 
merchants, but that Tooley Street had agreed to reduce the 
usual commission. This reduction would benefit the 
industry, which would also save “ at least £60,000 in bank 
diargcs”. It is understood, also, that other economies 
* See The Round Tabde, No. 103, Jvine 1956, p. 647. 
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arising from “orderly*’ marketing will be considerable. 
Mr. Nash stated that if this year’s London sales did not 
cover the guaranteed price the deficit would be “the 
responsibility ... of the Government.” If there is a 
surplus, it “will be used for the benefit of the dairy 
farmer and the industry after consultation with its 
representatives 

As was to be expected, comment on the guaranteed price 
by representatives of the farming industry ranged from 
acute disappointment to moderate satisfaction. On balance, 
opinion seems to be that the price is a fair one, erring if 
anything on the side of caution. In Mr, Savage’s own 
phrase, “ the price is a fairly liberal interpretation of my 
statements to the farmers ”. It is generally said that “ the 
Government has played very safe ”. As for the future, 
next season’s price will be fixed on somewhat different 
principles, f But meanwhile Mr. Nash will have visited 
England, where, he hopes, “ the simple logical reasonable¬ 
ness ” of his case will “ persuade Britain to take a maximum 
quantity of goods from New Zealand ”. The result of his 
mission will have an important bearing on the future of 
the whole scheme, 

IV, Mortgage Policy 

T he guaranteed price is only one part of the Govern¬ 
ment’s policy towards farmers. It must be considered 
in relation to mortgage policy and the wages of farm 
labourers. 

On August zj the “ Mortgagors and Lessees Rehabilita¬ 
tion Bill ” was introduced into the House. Its object is 
“ to keep the farmer on his farm and the home owner in 
his house ”; to do this by making sure that mortgages are 
not greater than loo per cent, of the relative security; and 
to reach a settlement quickly and finally. All applications 

* See his budget speech on August 4 and his speech in reply on 
August 12. 

t See The Round Table, No. 104, September i9}6, p. 867. 
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fo£ relief must be ma 4 e by Jfmuary 31 next If sjjph 
application is not made, all relief arid protection giVisQ 
iwxder previous legislation ceases fortKwith. Mr. Nash 
hopes that all cases brought under the new Act will be 
fin^sed by the end of next year, so that “ the ordinary 
relations between mortgagors and mortgagees may be 
resumed 

The Act, like much of the present Government’s major 
legislation, is an adaptation of the law as framed by its 
predecessors. The Rural Mortgagor’s Final Adjustment 
Act 1934-5 provided that farm mortgages should be written 
down in conformity with current values as determined by 
the five-year budgetary period.* The new Act makes use 
of similar Adjustment Commissions and Court of Review, 
though the entire personnel (except Mr. Justice Johnston) 
retires, and is eligible for re-appointment. The principle 
is the same (that mortgages should not exceed the present 
value of the security), but it is applied to all mortgages, 
not merely rural, and a different method of valuation is 
used. Farming property is to be valued in accordance 
with the guaranteed price policy. The Commission (or 
Court) is to discover how much produce could be pro¬ 
duced from a given farm “ by the average efficient farmer ”. 
This produce will be valued on the basis of “ the prices of 
farm products received over a period of from 8 to 10 years 
immediately prior to July 31,1955 This gives the gross 
income of the farm. Net income will then be calculated 
by deducting “ all the costs incurred in production, includ¬ 
ing a sum that would give a reasonable standard of living ”. 
This net income will be “ capitalised at a rate to be fixed 
... by order in council The result is the “ basic value ” 
of the farm. If it is mortgaged for a greater amount, the 
mortgage is written down to equal the basic value, and the 
balance becomes an unsecured and “ adjustable debt ”. 

Adjustable debts ” are written off unless an Adjustment 
Commission provides otherwise. 

' * See The Round Table, No. 99, June 1935, p. 640. 
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With respect to non-fstrming properties, the Commissioit 
is to value them as at the date of the Bill’s passing; if the 
properties are mortgaged for amounts greater than this 
value, the excess becomes an “adjustable” debt. The 
Adjustment Commissions, subject to supervision by (and 
appeal to) the Court of Review, are given the widest 
administrative powers, including the power to vary any of 
the terms of any mortgage, to deal with arrears, and so 
forth. All mortgaged property in the Dominion may be 
brought under the present Act. A further point is that 
the “ temporary ” interest and rent reductions made in 
1932 are now declared permanent; and all mortgagors are 
given the opportunity to pay off their mortgages and re¬ 
finance (if they can) on better terms, merely by giving 
notice to the mortgagee before January 51 next that they 
wish the interest rate to be reduced. 

These proposals have met with a chorus of criticism. 
For example, they are said to “ make the mortgagee pay ” 
by writing down values at a time very favourable to the 
mortgagor. Alternatively, they place the farmer in a strait- 
jacket : mortgaged up to too per cent, with no opportunity 
to repay his debt (this particular point will turn on the 
rate of interest on which the “ net income ” is capitalised, 
and on its relation to actual mortgage rates). Again, they 
help the improvident man who is over-mortgaged, and 
give nothing to the man who (perhaps at great sacrifice) 
has paid off a portion of his mortgage. It is said that they 
are based on values of the moment (for non-farming 
property), and in the case of farms on a guaranteed price 
which will next year be fixed on different principles from 
those governing the current price. There is much resent¬ 
ment among mortgagees at the inclusion within the scope 
of the new Act of mortgages arranged since 193Z; even 
those arranged in 1936 are included. Finally, it is said 
that the new legislation will lead to land speculation and 
over-capitalisation. 

E 3 q>erience shows that any benefit conferred on the 
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fuming kidusttf tends to be absorbed in over-capitalisado^. 
Hie <pestion is whether the Government can carry out its 
avowed intention to prevent this process from happening 
in the present case. It has taken certain powers under the 
State Advances G>fporation legislation. A man whose 
land is mortgaged to the Corporation may give no further 
mortgage over that land without the Corporation’s consent; 
and if he ?ells his land the Corporation nuy call up the 
whole or any part of its loan to him. Further powers are 
taken in the mortgage legislation. If any mortgage is 
“ adjusted ”, and the mortgagor sells out, the loan becomes 
repayable. Further, no sale may take place before 
December 31, 1940, without the consent of the Court; 
and, if the selling price is above the value (or basic value) 
to which the mortgage was adjusted, the court may order 
any part of the balance to be paid over to previous creditors 
“ whose accounts have been written off ”. Mr. Nash also 
hopes that the graduated landtax will discourage speculation. 

Opinions differ sharply as to whether or not these 
provisions will have the desired effect. 

V. Dairt Farm Labour 

L abour costs have been an outstanding problem in 
our farming system: a problem that had to be solved 
if farming costs were to be stabilised, and was all the more 
serious because of the existing tendency for farm labour to 
be attracted to industry and public works by higher pay 
and shorter hours. The i^vernment consulted the 
representatives of the Farmers’ Union about this problem, 
and reached agreement on general conditions of employ¬ 
ment, and on the relation that dairy farm labourers’ wages 
should bear to guaranteed prices. When the guaranteed 
price was announced the wage rate was finalised, and the 
whole agreement embodied in a Bill introduced on 
August 14. Minimum wage rates are fixed until July 31 
next at rates rising from 17s. fid for workers under 17 to 
£2 2S. fid for adults : board and lodging is to be provided 
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accotding to a standard carefully laid down, or an additional 
17®. 6d per week paid. No deduction is to be made for 
time lost through wet weather. Holidays on fUl pay are 
to be allowed at the rate of 7 days in 12 weeks, or 28 days 
in the year (the annual holiday is reduced to 14 days if a 
weekly half-holiday is allowed). These minimum rates of 
pay are to be revis^ from time to time by Order in Council, 
according to variations in the guaranteed price; but they 
may not be less than the wages set out in this Act. 

The general view is that this wage scale will be a con¬ 
siderable improvement on past conditions, though some 
dairy farmers paid as much last season. Opinions differ as 
to whether the new wages are fair in relation to pay on 
public works. However, Mr. Semple (Minister of Public 
Works) announces with customary emphasis that his 
engineers will not engage farm labourers. Mr. Armstrong 
(Minister in charge of this legislation) thinks the wage is a 
good one. But apparently he also relies on the pressure of 
unemployment to force labourers to accept it. He claims 
that when industries and public works are fully manned 
there will be a sufficiently large surplus of men who will 
have no employment available except on farms. Mr. 
Armstrong meanwhile denies the prevalent report that 
there is a shortage of labour on farms. His department 
handles applications by farmers for labourers; and he says 
that no application has been unsuccessful where the farmer 
was willing to pay the wages laid down by the Govern¬ 
ment’s policy. He adds that on September 15 his depart¬ 
ment made a Dominion-wide census of all applications for 
farm labour then on hand, and that this census showed the 
position to be satisfactory. 


VI. Industrial Policy 


T he main lines of the Government’s industrial policy 
have already been indicated in The Round Table.* 
At the time of writing, the 40-hour and 5-day week have 
* No. 103, June 1936, p. 643, and No. 104, September 1936, p. 873. 
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been widdy applied. The Iwisic wage not yet fixed, bttt 
the Court announces thatt it will consider this matter when' 
it sitt in Wellington on October i^. Meanwhile, as 
promised, the Finance Act passed in July provided for the 
restoration of all -wages and salaries (public service and 
otherwise) to the 1931 level. Restoration -was granted to 
those affected by the “ general order ” made by the Arbitra¬ 
tion Court on May 29,1931. More generally, it is provided 
that the rates of pay for any services shall not be lower 
to-day than those paid for similar services on March 31, 
1931. In all cases, restoration dates from July i, 1936. 
This Bill was not seriously resisted by the Opposition. 
Mr. Forbes remarked that his Government had undertaken 
to restore cuts when conditions improved: “ there is no 
doubt that they have improved; and we would have 
restored the cuts ”, He suggested, however, that they 
should have been restored as from April i. 

Perhaps the most striking expression of the Govern¬ 
ment’s industrial policy, however, is the Industrial Effi¬ 
ciency Bill, introduced into the House on September 2j. 
The Bill reorganises the existing Bureau of Industries. 
The Bureau is now to be composed of “ ordinary ” 
members (civil servants chosen by the Minister of Indus¬ 
tries and Commerce) and “ special ” members (also chosen 
by the Minister, but representing manufacturing and 
agricultural industries in general). Further, additional 
“ special ” members may be appointed to speak for any 
particular industry whose affairs may be under discussion. 
All members of the Bureau hold office at the Minister’s 
pleasure; “ special ” members noay vote only on matters 
concerning the industries they represent. 

The Bureau thus constituted has advisory and licensing 
powers. In its advisory capacity it will conduct an exten¬ 
sive programme of research into industrial matters. It 
may submit plans for the re-organisation of any industry. 
Due notice must be given of these plans, and those interested 
given a chance to express their opinions. The Minister may 
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£ei^oke ot ameod any plan. The industnes coaoexned imf 
finally be invited to accept any plan vohintatily: iEaiHng 
voluntary acceptance it may be enforced by regulation. 
Levies may be imposed on any industry to finance the 
preparation or carrying out of an industrial plan. 

IF the Minister so proclaims in the Gazette, any industry 
can be carried on only under licence from the Bureau. 
Before granting a licence, the Bureau will consider such 
questions as the efficiency of factories, their capacity to 
meet the probable demand, the local costs of production 
in relation to overseas costs, and “ any other matters which 
it thinks fit ” in view of the general object of promoting 
the “ economic welfare of New Zealand Subject to 
appeal to the Minister, the Bureau may grant, suspend, or 
revoke licences. Finally, power is given to make “ regu¬ 
lations by Order-in-Council to give effect to the purposes 
of the legislation ”: and it is expressly provided that 
these regulations may fix prices and control production- 
and marketing. 

The Minister of Industries and Commerce (Mr. Sullivan), 
in moving the first reading, admitted frankly that the Bill 
is “ far reaching ” and “ involves a substantial experiment 
on a wide scale ”. He admitted that its value would depend 
primarily on its administration, “ If administered wisely 
and honestly and in a faithful democratic spirit'”.it would 
do much good, otherwise much harm. Outside critics 
add that the Bill’s wide powers might be used virtually to 
nationalise all industry; alternatively, they might be used 
to stabilise and make permanent the existing forms of 
private control. Meantime, Mr. Savage assured the House 
that “the Bill was not going to be sledge-hammered 
through ”. According to one report he added; “ if 

those affected by the legislation did not want it—well, 
that would be the end of it ”. Mr. Sullivan sdd, however, 
that' “ manufacturers and others concerned ” had been 
fully consulted, and had accepted the principles of the Bill. 

^^cther or not the Industrial Efficiency Bill is passed m 
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it$ psscBi; fonn» its basic pninapic g6vexnmoitK»m- 
tfiolied pitiomUsa^ is an imjpottaht'patt of Labours 
iiodusti^ policy. Mamifacturets claim that the Govem- 
BMat’s legislation will inctease costs and therefore prices, 
thus ei^osing them to ruinous competition from overseas 
—^unless the tariff is raised. From time to time Govern¬ 
ment spokesmen have endorsed this line of argument and 
promised protection of some kind. 

New Zealand standards must be protected (said Mr. Savage on 
June 2^ either by the old method of tariff wall or by the new 
ideals of Labour—trade agreements, that is, taking what we want 
from abroad consciously and delibemtely. 

Apparently the plan is ultimately to prohibit the importa¬ 
tion of goods which can be produced economically in 
New Zealand, while giving free entry to goods which 
cannot be so produced. Meanwhile it is hoped that 
rationalisation ” or “ industrial efficiency ” will strengthen 
local industry to meet overseas competition, and may 
ultimately be a means of keeping the newly sheltered 
industries up to the mark. 

VII. Rising Prices 

O F all the manifold practical difficulties which have 
appeared with the evolution of Labour’s policy, most 
attention has been paid to that of rising prices, which (it 
is often said) threaten to take from poor people the fruits 
of government benevolence. 

Retail prices have risen and are rising. It will be some 
time before the Government Statistician can give an 
accurate survey of the general movement, but it is per¬ 
ceptible enough to the ordinary consumer. It has affected 
goods and services provided by private enterprise operating 
freely, or (as in the case of bread) selling at prices fixed by 
the government. Municipal services such as trams have 
been affxted, and services managed directly by the state 
(such as the state coal mine). Of course increases are 
not uniform in amount, and are by no means univeml; 
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aad they caonot all be traced to the same cause. Some ace 
4ue to recent legislation; others would have occurred in 
any case—for example, where prices of imported goods 
have been increased by overseas suppliers; in other cases 
again, desire for increased profit may have played a part. 

The Government admits that its industrial legislation 
increases costs (it is officially estimated that the 40-hour 
week and restoration of “ cuts ” will cost the railways an 
additional ;(|486,ooo in the present year) and that increased 
costs may compel increased prices. It argues, however, 
that those costs may in many cases be met (partially or 
wholly) by increased profit due to improving turnover. 
Where legislation has genuinely increased net costs, prices 
may be raised to a reasonable degree. It is argued that 
while 1931 money wages have been restored, the cost of 
living is still well below 1931 figures, and a further con¬ 
siderable rise can take place before increased prices will 
absorb increased provided “ exploitation ” does 

not take place. That, says Mr, Savage, will be vigorously 
traced out and ruthlessly punished. To that end there 
has been passed the Prevention of Profiteering Act, which 
imposes heavy penalties on individuals or companies who 
increase prices over those charged on June i, 1936, by an 
“ unreasonable amount Complaints about rising prices 
may be sent to the Minister of Industries and Commerce, 
who will make all enquiries, and (if he thinks fit) malce 
friendly representations to those concerned. If prices 
still seem to him to be excessive, he may bring the case 
before a judicial tribunal consisting of one stipendiary 
magistrate. The magistrate will then decide whether or 
not the prices are reasonable, paying special regard to 
increased costs due to recent legislation, and increased 
profit to be expected from the public’s increased purchasing 
power. The magistrate acts alone, and there is no appeal 
from his decision. 

Even among Labour supporters there is considerable 
doubt as to the effectiveness of this legislation. It is 
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ccMiimonly called “ bluff ”, which can have little effect on 
the general course of rising prices. And this matter of 
rising prices is only one of those problems which raise the 
question : will the Government be forced either to retrace 
its steps, or to try to develop a state of social control more 
advanced than it at present appears to contemplate ? 

Criticism of the present Government comes partly from 
the Left. Those who look for quick and radical change in 
our social and economic system say that that system is still 
intact: that much of the Government’s stabilising and 
regulating legislation guarantees profits, instead of seizing 
them for the community. Critics of the Right, on the 
contrary, complain that private enterprise is to be bound 
hand and foot by regulation, and crushed by confiscatory 
taxation. They say that it is humanly impossible for 
Ministers and civil servants to cope with the detailed 
administrative problems—infinite in number and in com¬ 
plexity—that must be solved if the Government’s legis¬ 
lation is to be successful. They denounce the concentration 
of powers in the hands of Ministers : finance, marketing, 
industry, housing, transport, broadcasting, all under the 
absolute control of Ministers who can act without further 
reference to Parliament. In many of the major Acts, the 
widest possible powers are taken to make regulations by 
Order-in-Council—a procedure much criticised by the 
Labour party when in Opposition. Such dictatorship (say 
critics) may be beneficial in good hands, but will Ministers 
always be able to maintain the necessary high level ? And 
will they always be able to withstand pressure from their 
organised followers, especially in times of depression ? 

Such general criticisms are met with the answer that 
dictatorial powers inevitably exist in a modern society, and 
should be placed in the hands of the people’s constitutional 
representatives. Criticism and answer raise questions too 
big to be here discussed. 

New Zealand. 

October 1936, 
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